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FOR THE MAN 


The typical Morris Plan customer isn’t 
the man at the top. Commercial banks 
take excellent care of his financial 


requirements. 


Nor is our typical customer the man at 
the bottom—for Morris Plan, though it 
renders constant and genuine service to 
the community, is not a “last resort.” 

Our main customer is the man in the 
middle —the industrious average citizen 


whose modest financial needs do not fit 


IN THE MIDDLE 


modern commercial bank operation. 


Morris Plan institutions from coast to 
coast exist to provide a banking service 
that is geared to the income and the needs 
of the man in the middle. Our twenty-five 
years of specialization in the field of 
industrial banking enable us to serve him 


economically and well. 


Commercial bankers are more and more 
referring the man in the middle to 


Morris Plan institutions. 


THE 


MORRIS 


PLAN 


MORRIS PLAN BANKERS ASSOCIATION 


with which is affiliated the Industrial Bankers Association, Inc. 


15 East FAYETTE STREET -«- BALTIMORE, MARYLAND 


This series o 
is sponsored 


institutions 


f advertisements 
by Morris Plan 


in 89 cities. 
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*LETTERS- 


Concise 








-Not Long-winded 


Sirs: Please accept my thanks for past issues of The Burroughs 
Clearing House containing all of Mr. Rosenberg’s articles. I have 
reviewed them and found them to be of great interest. The subject 
matter is presented in a concise fashion, and does not tend to be 
long-winded. I would be pleased if you would add my name to 
your mailing list for I should prefer not to miss any issue hereafter. 


J. J. MAHRAN, Liquidation Department, 
Banking Department, State of New York, 
New York City 


Sirs: Your periodical has proven interesting to our student 
body, in particular the “Legal Digest” appealing to those taking 
the law courses. In fact, it covers our needs so fully it has the 
appearance of having been published especially for the institute. 

Francts C. Montrort, President, 
Louisville Chapter, American Institute of Banking, 
, Louisville, Kentucky 
 @ 


Copies to All Chapters 


Sirs: I wish to thank you for your thoughtfulness in placing 
our name on your mailing list. For several years I have looked 
forward to reading your publication each month after the officers 
of our institution get through with it. I firmly believe that your 
publication contains more real information on banking and the 
banker’s problems than any other one we receive. Furthermore 
your articles are written in such a manner that they not only hold 
the interest of bank executives but also of every bank employee. 


W. T. Harper, Jr., President, 
Stockton, California Chapter American Institute of Banking 


Interest in Better Housing Spreads 


Sirs: We receive your monthly magazine and are very much 
interested in the different articles appearing therein. We are 
particularly interested in the article “‘Housing for Recovery,” by 
Henry D. Ralph which appeared in the December issue. If it is not 
asking too much we would appreciate very much your supplying 
us with twelve copies of that issue so that we may supply each of 
our branches with a copy. 

P. HtNperRsoN, Assistant General Manager, 
Canada Permanent Mortgage Corporation, 
Toronto 2, Canada 


So They Came by Sleigh to Far Rockaway 


Sirs: I think you will be interested in an unusual service 


that we provided depositors and customers during the heavy 
snows in the latter part of January. 

With the entire Rockaway Peninsula in Queens completely 
snowbound as a result of the storm, and with no other means of 
transportation available, we put into operation a fleet of six 
These operated from Rockaway Point to Lynbrook, a dis- 


sleighs. 
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tance of sixteen miles, the entire length of the Rockaway Peninsula. 

The accompanying photograph shows one of the sleighs 

bringing a home owner, Mrs. Florence Hickcox of Woodmere, 

Long Island, to the bank. Mrs. Hickcox faced the loss of her 

home by foreclosure unless she could get to the bank to conclude 

negotiations for a mortgage loan that we had previously approved. 

Both the New York Gity and local newspapers carried stories 

about this incident and about the sleigh service we extended to 
customers of the bank. 

Joun R. Burton, President, 
The National Bank of Far Rockaway, 
Far Rockaway, New York 


In the Wake of the Viner Survey 


Strs: I have read the article by Dr. Jacob Viner (February 
issue, The Viner Survey) and find it most interesting. He has 
depicted in his article just what I am running up against. It is 
impossible for a going business to borrow money from the banks. 

Will you please put my name on your mailing list? 

M. A. GELLIs, 
Connecticut Valley Oil Company, 
Claremont, New Hampshire 
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impedes most types of work, but it plays an 


important part in correspondent banking. 


Our Transit Department devotes constant study 
to ways of cutting time to various points—follows 
changing schedules— watches for opportunities 
to save a whole banking day on the other end by 


cutting a few minutes on our end. 


We welcome the opportunity to do your clock- 
watching in Cleveland—and perform any other 


services you may require of a correspondent in 


this territory. 


THE 


NATIONAL CITY BANK 


OF CLEVELAND 
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Much depends on the President 


The proposed Banking Act of 1935. . 


and FDIC laws. . 
selling the baby bond issues. . 


The Proposed Banking Act 





Debate on the administration’s bank bill is heading up 
discussion of every type of bank reform for which there is 
an advocate in Congress, and whatever banking legislation 
is passed will be connected with this bill. Drafted by the 
interdepartmental loan committee of which Secretary 
Morgenthau is chairman, the bill represents a composite 
or compromise of the views of federal bank control officials 
in its three titles which deal, respectively, with the Federal 
Deposit Insurance Corporation, the Federal Reserve System 
and miscellaneous technical amendments to the banking 
laws. 

From a legislative standpoint, the significance of this 
omnibus bank bill is twofold. First, it avoids the appear- 
ance of any conflict among the several federal agencies 
concerned with banking which might have resulted had 
each agency submitted its own legislative recommendations. 
In the second place, the bill does not go as far toward 
central control as the radicals in Congress would like but 
is a long step in this direction and therefore it is calculated 
to get support from both progressive and conservative 
elements. 

Consideration of the bill will proceed slowly in comparison 
with the speed of banking legislation in the past two years. 


. Extensions of RFC and HOLC activities . . 


ys SHINGTON 


\UTLOOK 


Written at 
Washington, D. C. 


HENRY D. RALPH 


. Amendments to Federal Reserve 


. Plans for 


. Status of the safe deposit box tax 


In the Senate the bill is meeting the same conservative 
influences which played an important part in bank legisla- 
tion in the last Congress, although these have been weakened 
somewhat by the November election. Senator Carter Glass, 
to whom many Senators look for leadership on financial 
matters, is heading up the conservative opposition. He is 
much opposed to centering control of the Federal Reserve 
System in Washington and subjecting it to the dangers of 
political influence, although favoring the inducements to 
state banks to enter the Reserve System. 

No matter how Congress lines up on the omnibus bill, 
the administration is in a strategic position. The measure 
was drafted in the Treasury and has the support of President 
Roosevelt, but it was not sent to Congress from the White 
House and the President is not committed to the language 
of any particular section. The bill can be greatly amended 
without injuring the President’s prestige, and if it takes a 
form obnoxious to the administration the President can 
renounce it or let it die. 


Amendments to FDIC Law 





Amendments to the Federal Deposit Insurance Cor- 
poration law, being Title I of the bank bill, are generally 
meeting favorable response. In so far as they present a 








The banking and currency committee listens to extension plans put forward by Jesse Jones, head of 
Left to right: 
chairman, Jesse Jones, and Senator Carter Glass, committee member 


the Reconstruction Finance Corporation. 


modification of the plan they are approved by those in 
Congress who did not originally favor deposit guaranty. 
This is particularly true of the proposal to limit the perma- 
nent plan to insuring deposits up to $5,000, as in the 
existing temporary plan, rather than up to $10,000, as the 
original law contemplated; and also of the proposal to 
substitute an annual charge of one-twelfth of 1 per cent of 
all deposits for the present unlimited liability for assess- 
ments to cover losses of the corporation. While the larger 
banks want the assessment to apply only to that portion of 
their deposits covered by the insurance, that is, up to 
$5,000 each, they favor that part of the plan which promises 
stricter control over the operations and guarantee against 
collapse of small banks which they consider weak links in 
the banking structure. These two modifications of the 
permanent insurance plan are generally favorable to 
sponsors of the original FDIC legislation because of the 
successful operation of the temporary plan to date and a 
survey which shows that the $5,000 limit fully insures 
98 per cent of all bank deposits in the country. 

In spite of amendments to the FDIC system tending to 
greater control over individual banking operations, the 
more orthodox of the financial world expressed pleasure 
that the bill did not go as far in this direction as had been 
predicted. The bill does not give the corporation power to 
fix the interest rates to be charged by state banks not 
members of the Federal Reserve System, nor does it permit 
the FDIC to dictate banking policies and practices to 
insured banks beyond that directly concerned with safety 
of insured accounts. The amendments along this line are 
in the nature of administrative changes which have been 
found desirable. The principal provisions will require 
insured banks to maintain adequate fidelity and burglary 
insurance and similar safeguards against loss; set up more 
definite standards for determining whether or not a bank 
may become insured; require approval of the corporation 
for mergers or reduction in capital; and require insured 
banks not members of the Reserve System to make reports 
of conditions when called for by the corporation. 

Other changes will merge existing temporary funds into 
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Senator Duncan U. Fletcher, committee News Photo 


the permanent insurance plan; permit non-reserve banks 
to withdraw from insurance or permit the corporation to 
drop them under certain conditions; clarify the mechanics 
of paying off closed banks; and eliminate dividends on the 
capital stock of the corporation. 


Changes for Federal Reserve 





Central bank talk in Congress is revolving around the 
Federal Reserve section, Title Il of the administration's 
proposed banking act of 1935. Radical advocates of bank- 
ing reform say this is a step toward what they seek and 
conservatives are agreeing with them, but this is denied by 
administration spokesmen who describe it as simply the 
logical development of the Federal Reserve System which 
in late years has tended more and more to come under the 
control of Washington and the Reserve Board. Whatever 
may be the effect of the amendments, they have pretty well 
stopped the possibilities for passage of any of the drastic 
central bank proposals which have been discussed. 

Analysis of the sweeping changes in the power of the 
Reserve Board shows that Reserve banks will lose much of 
their independence. The board itself will be more under 
domination of the President and it in turn will be in position 
to go far in determining the policies of the Reserve banks 
through control over appointment of officials and of the 
open market operations. These changes are very much 
desired by the administration, but at the same time they 
are as far as the administration will go at this time toward 
centralized banking control. Whether the enactment of 
the bill will in effect give this country a central banking 
system in everything but name is being left for debate. 

The opportunity for the President to control the per- 
sonnel of the board is greatly enlarged by provisions in 
the bill for compulsory retirement of members at the 
age of seventy; the provision permitting selection of the 
governor without regard to the restriction that not more 
than one board member may be from the same Reserve 
District; and by provision that the governor shall cease to 
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be a member of the board when the President no longer 
designates him as governor. 

Little opposition is anticipated to the proposal to 
abolish the position of Federal Reserve agent and not much 
more to the proposal to combine the offices of chairman of 
the board of directors and governor in the Reserve banks, 
but opponents of central control are centering their fire on 
the amendment which would give the Reserve Board a 
veto power over the election of the governors and vice- 
governors of the Reserve banks. The amendment limiting 
the terms of Class C Reserve Bank Directors, except the 
governor and vice-governor, to not more than six consecu- 
tive years makes permanent a regulation issued by the 
Reserve Board shortly before the omnibus bill was pre- 
sented, and while this is defended as insuring rotation of 
directorates and representation of various business interests 
among the directors subject to Reserve Board appointment, 
opposition rallied around Senator Glass’ criticism that it 
imposes an unjustifiable penalty on experience. 

There is a great deal of discussion over the effects of the 
administration’s proposal to abolish the present system of 
open market operations in the Reserve System and place 
control of government security purchases in a committee 
composed of the governor and two members of the Reserve 
Board and two governors of the Reserve banks. Obviously 
this committee would be dominated by the prevailing policy 
in the Reserve Board, if not by the political administration 
in office at the time, and its recommendations on open 
market operations and discount rate policies would be 
binding on the Reserve banks. Closely allied with this in 
their effect on credit expansion are the amendments which 
would make any sound asset of a member bank eligible for 
discount at a Reserve Bank and repeal of the collateral re- 
quirements for Federal Reserve notes. 

State bank defenders are looking askance at the “bribe” 
held out in the bill to induce non-member banks to enter 
the Reserve System before July 1, 1937, the date after 
which, under the present law, the FDIC may not insure 
deposits in non-member banks. The new bill provides that 
the Reserve Board may waive capital requirements for 
admission of such banks provided they comply within a 
specified time. 

Perhaps the most extensive argument in the whole bill 
ranges around the wisdom of the wholly unexpected section 
of the bill to permit Reserve member banks to make loans 


on real estate up to 60 per cent of value if for three years 


and up to 75 per cent if completely amortized in twenty 
years. Many bankers welcome this as an opportunity to 
expand their lending to a profitable field, but the suggestion 
is meeting opposition on the ground that it will permit bank 
assets to become frozen and may lead to the condition which 
disrupted both the banking situation and the real estate 
market two and three years ago. 

Speculation that the Federal Reserve Board’s activities 
will continue to increase was heightened by the announce- 
ment that the board will build a $1,000,000 office building 
here. A site near the Lincoln Memorial has been acquired 
and bids asked for a design of a monumental building which 
can be expanded if necessary, a provision which suggests 
that the board may hope eventually to house the activities 
now conducted by the Comptroller of the Currency and the 
Federal Deposit Insurance Corporation. 


Extending RFC Activities 


Greater activity by the Reconstruction Finance Cor- 
poration in making direct loans to industry is anticipated 
from an amendment to its lending powers inserted by 
Congress in the bill extending the life of the corporation 
until February 1, 1937. This act was rushed through to 
approval on January 31, just in time to save the lending 
power of the RFC from expiring on February 1. Included 
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Underwood & Underwood 

The close co-operation that exists between the Treasury and the Federal 
Reserve Board is evident from this recent photograph taken at the conclusion 
of a conference at the White House. Left to right: T. J. Coolidge, Under- 
secretary of the Treasury, Marriner S. Eccles, Governor of Federal Reserve 
Board, Henry Morgenthau, Jr.,Secretary of the Treasury, Herman Oliphant, 

Assistant Secretary of the Treasury 


also in the act are a number of amendments to the RFC’s 
powers, the more important dealing with railroad reorgani- 
zations, extending the Commodity Credit Corporation and 
the Export-Import banks, increasing the amount of stock 
and notes of insurance companies the RFC may hold, and 
permitting the corporation to aid in financing national 
mortgage associations under the Housing Administration. 

The industrial loan section was liberalized principally 
by permitting loans to be made when “so secured as rea- 
sonably to assure repayment.” Originally the law permitted 
such loans only on ‘adequate security.’ The effect of this 
change will depend largely on the way in which the law is 
administered. This section was also enlarged to permit 
the RFC to make loans, directly or in co-operation with 
banks, to companies or organizations financing the sale of 
electrical, plumbing, or air conditioning appliances or 
equipment or other household appliances, up to a total of 
$300,000,000, and to companies engaged in mining, milling 
or smelting ores up to a total of $10,000,000. 

No new funds are provided for the RFC, but all its 
receipts will go into its general revolving fund. 


Baby Bonds—Borrowing Power 





Bankers were waiting with interest, as this issue went 
to press, announcement of regulations and a _ publicity 
campaign for the sale of government ‘“‘baby bonds’”’ to the 
general public in accordance with a law rushed through 
Congress at the request of the Treasury. A departure in 
government financing, the new law permits the sale of 
United States Government savings bonds designed to 
attract small investors. These are to be issued in amounts 
ranging from $25 to $10,000 of from ten to twenty years 
maturity. They will be non-transferable and will not bear 
coupons, but will be sold at a discount calculated to give a 
return of not more than 3 per cent compounded semi- 
annually. Tentative plans were for the first issue to be 
marketed about March 1, at a price between $75 and $78 
per $100 for a ten-year bond. The Post Office Department 
will aid in sale of the bonds. 

This new law gives the government the (See page 22) 
















We girded up a new business man 
to get us an account that would 
supply us with wrapped silver 
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A problem which falls squarely in 
the lap of the top operating man is 
the reduction of expenses 








Early last year we foresaw an in- 
crease in items on us. 
we began a campaign to put 
accounts on a profitable basis 


At that time 





The big problem facing operating heads today is not so much watching 
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perating 


The most 


important 


part of banking — 


Says: 
R. H. BRUNKHORST 


Comptroller, Harris Trust and Savings Bank, Chicago, Illinois 


O doubt an able debater would 
nullify the force of my first 
statement by pointing out that 

I would inevitably be prejudiced in 
favor of that portion of banking which 
has for thirty years in one capacity or 
another been my principal concern. 
Nevertheless I shall state it: Operat- 
ing is the most important part of 
banking. 

Before the loan officers, the invest- 
ment officers, the bond men and foreign 
men and trust men gang up on me, let 
me qualify this by defining operating. 
I do not mean by operating merely 
getting out the work. I do mean, 
and this is more important, analyzing 
and controlling the trend and character 
of the business. This involves going 
far behind the routine, and so exerting 
an influence on the type and volume 
of business which comes into the 
bank, to be handled by the actual 
operating force. And this, it seems to 


me, is one of the greatest tasks and 






problems facing the chief operating 
officer, whether he be called comp- 
troller or auditor or cashier or what 
not, in most banks today, from the 
largest metropolitan institution down 
to the bank just large enough to have 
an operating problem —which probably 
means any bank larger than the bank 
run by one officer and one employee. 

But let us, for the sake of mutual 
understanding, leave the field of gener- 
alities and get down to cases. Con- 
sider, if you will, one thing that our 
operating staff did not so very long 
ago. Our bank was faced with the 
need for wrapped silver for our cus- 
tomers. We could put in our own 
coin-wrapping department, or pay 
someone on the outside to wrap it for 
us. Either would cost money. So we 
did neither. Instead, we girded up a 
new business man to go out and get 
us the account of a large five-and-ten- 
cent chain which had never been in 
high favor with any Chicago down- 
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a practice of sending one of our best 
operating men to work with customers 
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The operating man who devotes his thought to cutting the expense 


of ink and blotters and clips instead of getting a revenue from the 
bank’s marketable space is dodging the responsibility of his job 


There may be a tendency to buy printing for unim- 


portant purposes. 


At the same time do not interpret this 


as a plea for cheap stationery or supplies 


town bank because it involves labor 
out of all proportion to the possible 
earnings. That account, despite its 
troublesome character in some respects, 
would supply us with all the wrapped 
silver we needed. We devised our 
terms to recognize this point, and the 
new business solicitor brought in the 
account. Net result: A _ profitable 
account, when the value to us of the 
wrapped coin is figured in. 

Our bank computes its service 
charges on a form of account analysis 
somewhat higher than do some of our 
banking neighbors. For many years 
I have been one of the militant evangel- 
ists crusading in favor of all banks 
establishing service charge schedules. 
So it was taken for granted, at a recent 
meeting in Chicago where the repre- 
sentatives of the banks were discussing 
adoption of a clearing house or other 
minimum code of charges, that our 
bank would be heartily for it—if only 
to bring up to within hailing distance 
of our charges the laggards who are 
charging far too little. 

Instead, when the chairman called 
on me, I told him that so far as I could 
do so, I would oppose our bank ratify- 
ing any agreement which would set 
any minimum scale of item charges. 
He demanded in astonishment the 
reason for so strange a stand. The 
answer was that such a scale would 
interfere seriously with our going 
behind the routine to control the type 
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and volume of business, and would 
therefore cost us far more in increased 
operating expense than it could pos- 
sibly contribute in added revenue. 
The wrapped-coin example above was 
cited and our present arrangement 
with the chain store pointed out as 
not possible under a uniform city-wide 
scale. There are several other special 
arrangements of the same sort which 
would inevitably be disturbed. 

One is a South Side customer who 
handles a large volume of transit items. 
This customer pays a per-item rate on 
transits materially lower than most of 
our customers pay us. He certainly 
should, for the customer delivers these 
transits every morning at 8:30, in 
such shape that our transit depart- 
ment can go to work on them without 
delay. At that time of day there 
would otherwise be no work for the 
transit department to do; it cleans up 
every night, and the morning mail has 
not yet cleared through into the 








Operating Officers! | 


In this outstanding article Mr. Brunkhorst 
discusses what he considers the most impor- 
tant problems confronting bank operating 
men today. Do you agree with Mr. Brunk- 
horst? What do you consider the most 
important operating problems today? How 
have you met these problems in your bank? 
We want to print more about this vital 
subject. Operating officers, what are your 
comments ? —The Editor. 
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transit department. By the time the 
department has washed up this South 
Side bale of work, the morning stuff 
has begun to run, and the department 
is kept on its stride for the rest of the 
day. To handle those early morning 
transits costs us far below what those 
cost which come an hour later. We 
make it worth the customer’s while to 
get them to us when the department 
opens. Therefore he properly shares 
in the saving to us. Yet his transit 
business, at the reduced scale, is more 
profitable to us than a similar volume 
at a higher rate later in the day. 


HEN there is a mail order house in 

Indiana. We showed them, after 
considerable research, how they could 
simplify their own accounting pro- 
cedures and at the same time sort 
their checks and write them up on 
forms which make workable carbon 
copies on our regular transit letters. 
The transit letter is a copy of their 
cash book and requires no additional 
work by the customer. Their deposit 
comes daily by mail, the checks all 
bundled up with the appropriate 
transit letters. We detach one copy 
for our records, and heave the bundles 
into the outgoing mail along with 
transit letters on stuff we have worked 
in our transit department. That 
account might be a back-breaker —in 
fact it was when first it came to us. 
Now it is about as much work in the 
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Our bank computes its service charges on a form of account 
analysis somewhat higher than do some of our banking neighbors 


transit department as a small account 
which deposits a dozen transit checks 
per day. 

Here is another instance, perhaps 
too late to be of greatest value to 
other banks, but illustrative of the 
principle under discussion. Early last 
year, when it became apparent that 
the check tax would not be revived, 
we foresaw an increase in the number 
of items on us. Our volume of business 
had increased rapidly, in common with 
that of most Chicago banks, because 
of the closings earlier in the depression. 
Not all of this new business was 
profitable; it had come so fast, and at 
times so hectically, that we had not 
been able to sort it as carefully as we 
like to sort offered new accounts. So 
last summer we began a considered 
campaign to cut out the least profitable 
part of our volume. This reduced 
our activity and got rid of the unprofit- 
able business or else put it on a profit 
basis. Already, early in 1935, we are 
experiencing the expected increase in 
items. We are handling it comfortably 
with our old force, and still have 
ample slack to handle the still greater 
increase which we confidently expect 
as people resume their old-time free- 
dom of drawing checks. Does this 
show what we mean by going behind 
the operating to control the type and 
volume of business? 

Our comptroller’s department makes 
a practice of sending one of our best 
operating men to work with cus- 
tomers. He it is who works out such 
plans as our early-morning transits for 





the South Side customer, and our 
ready-prepared cash letters and ready- 
sorted checks from our out-of-town 
mail order house. He develops plans 
of this same general sort with banking 
customers and with commercial cus- 
tomers, all of them devised to cut the 
customer’s costs as well as save money 
in our own operating. Contrary to 
what some operating men seem to 
think inevitable, our loaning officers 
who handle these customers welcome 
this “‘interference’” by the operating 
departments. Why not? When such 
an arrangement has been worked out 
to increase the profits both of the 
customer and of the bank, the customer 
is just so much more solidly bound 
to our bank. 


N speaking before meetings of bankers 

recently, I have been bearing down 
on the idea that many changes of 
the past few years are all to the good, 
despite their apparent hardships upon 
the banker. Those of us who are no 
longer youngsters can recall when 
today’s conditions were considered 
normal. Thirty years ago, when I 
first worked in a bank, conditions were 
much as they are today, and nobody 
thought they should be any easier. 
That it is possible to earn a fair profit 
has been conclusively proved during 
1934 by well-operated banks. As I 
have told many fellow bankers —the 
greatest banking problem is, Are you 
a banker? If you are, you have no 
really dangerous problems. 


A problem in many institutions, 
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which falls squarely in the lap of the 
top operating man, is the reduction of 
expenses. Many a bank has expenses 
so high that it cannot earn an adequate 
profit. The competent operating man 
will cut these expenses to a basis 
which will permit his bank to pay. 
This has even, in some banks, resolved 
itself into the problem of whether the 
present location will support a bank. 
I know several reopened institutions 
which have no chance to succeed 
because since first a bank was estab- 
lished on that corner the neighbor- 
hood has changed so that a bank can 
no longer be profitable. And I know 
of some banks which have picked up, 
bag and baggage, and moved to a 
district which can support them. That 
is good operating —of the kind which 
goes behind the routine. 


THE big buildings with which many 

banks find themselves saddled since 
the boom days constitute one of the 
most critical problems, simply because 
of the expense element. Nor does it 
get to the root of the matter that, as 
has happened particularly with re- 
organized banks, the new rental is on a 
scale far below the old lease. I know 
of bank buildings which I would not 
accept for the tenant banks if they 
were given rent free. As with auto- 
mobiles, it isn’t the original cost, it’s 
the upkeep. The big banking room 
requires more heat, more light, more 
janitor service, it imperceptibly presses 
the management into filling it up with 
employees who could be done without 
—and would be done without in a 
smaller building. 

The fact is that under the sound 
methods of operation required by the 
new conditions (which in my opinion 
will continue because they are basically 
right conditions) the banking business 
will not support doing business in a 
marble palace. If a bank does not 
wish to do business under sound condi- 
tions, it had better liquidate. I know 
several banks which have turned red 
figures into black by giving up the 
idea of doing business in a building 
with a large street frontage for the 
banking room, and remodeling the 
front of their building so that two 
stores were created and rented, one 
on either side of the bank’s front door. 
And the bank itself retains only 
enough of the frontage to provide 
the front door. 

But, do I hear you object, that isn’t 
operating? Who says it isn’t? The 
subject of expense control is a major 
function of bank operating. The 
operating man who, in an expensive 
building, devotes his best thought to 
cutting the expense of ink and blotters 
and clips instead of to getting a 
revenue from the bank’s marketable 
space is dodging the responsibility of 
his job. Heis thinking in (See page 27) 
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From scores of decisions rendered 
by various courts every month, Mr. 
Rosenberg personally selects those 
of particular importance to banks 
for review in this department 
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Bank Trustee 


Officers of banks acting as trustee 
will be interested in a recent Florida 
case in which a trustee signed certain 
notes in connection with a real estate 
transaction involving trust property. 
In this case there was a_ personal 
trustee who signed the notes as trustee, 
but later an attempt was made to 
recover the amount of the notes from 
him personally. 

It was held that he was not liable, 
inasmuch as he had signed his name as 
trustee of a named trust and the other 
party had notice of provisions in the 
Deed of Trust absolving trustee and 
participants from all personal liability. 

This case tends to emphasize the 
importance of setting forth in all 
papers regarding trust transactions 
the fact that the bank is acting merely 
as trustee. Setting forth the name of 
the bank, followed by the word trustee 
and the name of the trust estate is 
usually sufficient to protect the bank 
from individual liability in such trans- 
actions. (Brown vs. Smith, 73 Federal 
Reporter, Second Series, 524.) 


Contract Breach 


Here’s a problem that few com- 
mercial banks escape! Suppose the 
payee of a third party’s note endorses 
it to the bank as security for a loan. 


The note was given to the bank’s 
borrower in connection with a separate 
contract. At maturity the bank 
undertakes to collect the note from 
the maker, who sets’ up the defense 
that the note has been rendered 
worthless by a breach on the part of 
the payee, of the contract in connection 
with which the note was given. If the 
bank’s borrower has become insolvent 
in the meanwhile, it is obvious that 
the bank will lose the full amount of 
its loan and interest unless it can effect 
payment from the maker. 

A recent Missouri case deals en- 
lighteningly with this question. <A 
bought a piece of machinery from B 
and gave his note in part payment. In 
the contract of sale there was a pro- 
vision that if the machinery did not 
perform as warranted, both the con- 
tract and the note were cancelled. 
Thereafter B negotiated the note to 
C, who brought suit against A, the 
maker, when the note remained unpaid 
after maturity. The defense made 
was the breach of the warranty to the 
extent that the machinery did not 
perform as promised. It appeared 
that C had knowledge of the contract 
and the warranty at the time he bought 
the note from B. 

The appellate court held that the 
mere knowledge by C of the existence 
of the warranty in the contract would 
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not be enough to impair his status as a 
holder in due course; but if an actual 
breach of the warranty had occurred 
and C had knowledge of it at the time 
he took the note, he would be subject 
to that defense by the maker of the 
note. Of course, if he had no know!l- 
edge of the contract at all, he would not 
be affected by it in any event. The 
court pointed out that the purchaser 
of a negotiable instrument is under no 
duty to inquire into the consideration 
which the maker has received for it. 
(Hunt vs. Dean, 72 Southwestern 
Reporter, 2nd, 831.) 


Trustee in Bankruptcy 


A bank which was trustee in bank- 
ruptcy for a corporation doing business 
in a number of states was resisted by 
receivers appointed by the state courts 
in one of the states in which the 
bankrupt corporation operated. The 
state receivers had taken possession of 
the assets of the bankrupt corporation 
in that particular state. 

The contest between the trustee 
bank and the state receivers coming 
before the Federal Bankruptcy Court, 
it was held that the receiver appointed 
by the state court must yield to the 
trustee in bankruptcy on the theory 
that upon an adjudication in bank- 
ruptcy the title to all (See page 24) 
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COLLATERAL DEPOSITED by... 


Form 148 


Saint Paul, Minn. .. Jenvary 26, ., 193.5. 


“The following collateral received: 


KR... Morriotn. 








200 sh. Great. Northern Rwy. pf. 














Saint Paul, Minn. 
COLLATERAL WITHDRAWN 


Received of The First Natio 
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Harry G. .Brown 
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Returned _ 


by 
N. W. KINDGREN 


Manager, Collection Department, First National Bank, 
St. Paul, Minnesota 


OW secure are the methods by which 
H you conduct your loan department 

and those highly important adjuncts, 
the appraising, recording and safeguarding 
of collateral? Perhaps you have never 
suffered the embarrassment that comes 
with the realization that a certain piece of 
collateral can not be produced at the right 
time. Such things can, and do occasionally 
happen. 

What profit in taking good and ample 
security, unless you insure for yourself the 
certainties of safe custody during the life 
of the loan? We have heard of bankers 
leaving on their desks stock certificates 
and bonds until an opportunity should 
be presented for filing in the proper place. 
That this proper place should have no 
connection with any of the desk’s drawers 
is a foregone conclusion, but such unpleasant 
eventualities have become associated with 
facts; which leaves the guilty party with 
but scarcely more contentment than if 
actual loss had occurred. 


HEN we take collateral for a loan we 

try to make sure that none of it strays 
off the premises. And while we can not 
insure against impairment, we can and do 
watch fluctuations of values, so that if 
necessity arises proper steps may be insti- 
tuted to protect the loan before it passes 
from the asset to the liability stage. The 
first and all-important requisite is safe 
custody. Hence, the collateral department. 
Here repose all the securities pledged for 
the payment of loans. Acting in conjunc- 
tion with, but definitely separated from this 
department, we have the bookkeeper, also 
designated as margin clerk. The book- 
keeper has in his keeping all records per- 
taining to the collateral but he has no access 
to the actual securities. Thus each division 


of the work serves as a check upon the other. 
Deliveries to and by the collateral teller are 
directed by the discount teller who in turn 
is responsible to the several loaning officers. 
And as an extra precaution, though it would 
seem enough fences are already erected, the 
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Left: Subterranean vaults of the First National Bank, St. Paul, where 
securities are filed for safekeeping. Above: Bank’s collateral department 


Protecting the bank against impair- 
ment of values and loss of security 


entire system is subjected to constant 
supervision by the auditing depart- 
ment. 

To see more clearly what takes place, 
let us follow the routine of a loan 
applied for by John Smith. The note 
is prepared, and in the designated 
space is listed by the discount teller 
a full description of the security 
pledged. It is then handed to the 
collateral teller who issues a receipt 
in duplicate that carries a number. 
The original of this receipt, after being 
carefully checked against possible in- 
consistencies is delivered to the owner. 
The copy, or duplicate, is then de- 
livered to the bookkeeper who retains 
possession until the end of the banking 
day or until the following morning 
when he will sort numerically to prove 
that all have been delivered. Now 
arranging them in alphabetical order, 
he will post to three sets of records, 
ledger card, margin card and cross- 
index card. These operations com- 
pleted, the duplicate collateral receipts 
are turned over to the auditing depart- 
ment, where a check of the actual 
securities can be made against the 
custodian. Needless to add, these 
receipts will then remain in the per- 
manent custody of the auditor. 

The ledger card, headed by the 
owner’s name, is the bank’s permanent 
record of ail collateral held. The 


margin card is an exact duplicate of 
the ledger card, but less important 
from the record angle. This card is 
for purposes of determining the approxi- 
mate market value of securities held 
belonging to a borrower who may 
wish an additional loan or whose 
investments may have suffered depreci- 
ation, in which case he will be asked 
to deposit additional or superior col- 
lateral. It has a space for denoting 
the date of figuring and total value as 
of that date. These cards may be 
removed from custody of the book- 
keeper whenever expediency dictates, 
but the ledger cards are kept inviolate. 
Now let us explain the function of the 
card we have designated as cross-index. 
This is headed by the name of the 
collateral, as for instance, U. S. Steel 
Common, Great Northern Ry. Pre- 
ferred, or whatever name is applied. 
While the name of the owner is also 
included, the purpose is to ascertain 
at any time, the aggregate value of 
any such security, held by the bank. 
Constant revision of figures is neces- 
sary in order to insure a measure of 
accuracy. This duty falls on the 
bookkeeper and daily market reports 
are consulted to this end. If time 
permits, he can also supply the needed 
information on any or all of the margin 
cards. However, this is usually done 
by loaning officers. 





When the loan is paid or with- 
drawals of collateral desired for any 
purposes, a receipt is prepared by the 
collateral teller, in duplicate, and this 
is also numbered. After’ proper 
scrutiny, consent is obtained from 
the loaning officer or discount teller 
who signifies such consent by notation 
in the proper space on the original. No 
actual delivery is made before trans- 
actions have been recorded by the 
auditor, and postings made by the 
bookkeeper. The same check is used 
as in the case of deposits by deter- 
mining an unbroken sequence of num- 
bers given by the collateral teller. 
The auditing department is possessed 
in this way of a record covering all 
transactions and can assure the bank’s 
officers that no collateral is mislaid or 
inadvertently released. Maturing bond 
coupons are cut and delivered to bond 
owners against proper receipt on 
adequate forms. Illustration or further 
elaboration on this would be super- 
fluous. 


N normal times we have something like 

$17,000,000 in collateral securities, 
which are safely stored in subterranean 
vaults, with access by the joint audit-- 
ing and collateral departments, not. 
by either singly. Securities having a 
lesser tangible value, such as warehouse 
receipts and non-negotiable paper, 
are held on the banking floor, however: 
not without protection of steel com- 
partments which can be conveniently 
stored in the vault for the night. The 
departments vitally interested, dis- 
count, collateral and margin clerk are 
so located as to make (See page 29) 








12 


Give the public confidence in 
the bank and knowledge of its 


services and sales will follow 


St. Loutsans have made this company their 
od ae 


the recerde of 


public approval of our conservative policy 


ST. LOUIS UNION T 








BVIOUSLY, the problem of ad- 
() vertising a financial institution 

to the maximum effectiveness 
has materially changed during the past 
few years. We all know that, and 
talk about it. But from time to time 
there arises some circumstances to 
make one wonder whether, after all, 
those of us who handle the advertising 
policies and problems for our institu- 
tions really comprehend exactly what 
has been going on. 

In the first place, one may wonder 
after examining the bulk and appeal 
of the bank and trust company adver- 
lisements being published today. Many 
of these are merchandising advertise- 
ments: Rent a safe deposit box; Open 
a savings account today with a dollar; 
Use the convenience of a checking 
account; How about a nice, fresh life 
insurance trust this morning? 

Does anybody seriously believe that 
merchandising specific services is of 
any real importance today compared 
with the job that financial advertising 
should be doing: The job of restoring 
a poisoned public opinion to health? 
If you saw a merchant busily engaged 


THE BURROUGHS CLEARING 


first choice ame 
Peobate Courts 
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A FORTY PERCENT INCREASE 
IN PERSONNEL OURING THE DEPRESSION 


Notwithstaoding the depression, the personnel of this company bas 
increased from 129 officers and employees in 1929 to 181 today, This 
increase in aut pecsonne!l reBects our efforts to give our clients the 
best possible trust service. 

This company limits its activities co the coaduct of « trust business. 
ft has larger volame of trust business than any other St. Louis fioan- 
cial institetion. This, we believe, reflects gencral satisfaction with the 
service we have given as well as public approval of our conservative 
policy of “west service caclusively.” 


ST. LOUIS UNION TRUST COMPANY 
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RUST COMPANY 


in selling women’s dresses at $3.98 
while his store was being rapidly con- 
sumed by flames you would put him 
down as insane unless you cynically 
said, “‘He’s selling out to the insurance 
company.” Isn’t the banker who 
advertises to sell savings accounts and 
safe deposit boxes, meanwhile ignoring 
hostile and misinformed public opinion, 
truly comparable to the merchant of 
our imagination? 


[F I were advertising a commercial 

bank, which I am not, I would inject 
a little life, interest, and believability 
into that advertising chestnut, ‘““We 
have ample funds available for loans 
to sound business.”’ I would set forth 
in the advertisements the specific 
information available in our files to 
explain, prove, and amplify this state- 
ment. I would find out how many 
loans we had made in the past year 
and how many we had turned down; 
the dollar volume represented; the 
reasons for granting and for refusing 
credit. And, shocking as it may be to 
some bankers, I would put much of 
this specific information into the adver- 


Assistant Vice-president, St. Louis Union Trust Company, 


St. Louis, Missouri 


FIRST: Greate Public 


tisements. Such a series of advertise- 
ments would give the public definite 
and specific information as to the 
bank’s loaning policies and practices 
and the reasons therefor. If this were 
done, the loaning policy would speak 
for itself and, if sound, would answer 
effectively the public criticism that the 
banks won’t lend money. This adver- 
tising would not be expected to bring 
in applications for desirable loans, but 
rather to create in people’s minds the 
impression that “Here is an institution 
which lays its cards on the table and 
has nothing to conceal. It is frankly 
and honestly explaining its business in 
words which I understand. Therefore 
it is an institution which I can trust. 
For I trust those things which I under- 
stand and approve. I distrust mys- 
teries and suspect what I do not 
understand.” 

Just as the mystery can be taken 
out of loaning policies by specific, 
factual advertising, so it can be 
removed from other bank policies. 
The public today wants to know about 
banks. Lacking definite and specific 
information, they will accept as true 
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ST. LOUIS UNION HAS A 
GOOD DEPRESSION RECORD 
'M GOING TO NAME IT 
AS MY TRUSTEE 


T'S MY CHO? 
BECAUSE OF 


ac, *% 


$ , \ af 
- ‘ F 


TRUST ESTATES DURING THE DEPRESSION 


locome tax statistics show that in 1932—the worst year ia fimencias 
history—the income from trusts managed by Sc. Lowis Union dé 
choed proportionately ialy ene-half as mach compared with 1929 5 
the decline in income from all wusts in the United States, Oo the 
basis of its depressiga record and of its conservative policy of “trust 
service exclusively” this company solicits the adminisration of 
estates aod the management af trust fuads. 


ST. LOUIS UNION. TRUST COMPANY 


Our program is based upon the belief that the 

most valuable purpose our advertising can serve 

is to create a background of public confidence. 

Building such confidence in all financial institu- 

We have all we can 

strive for in attempting to build confidence in the 
St. Louis Union Trust Company 


Confidence 


tions is beyond our means. 


the distorted picture presented by the 
great tribe of those who seek a scape- 
goat to blame for the depression and 
all its consequences. 

The point is, everyone has some sort 
of mental picture of banks and bank- 
ing. This mental picture reflects itself 
in the use or non-use of banking 
services, in criticism or praise, in 
adverse or favorable legislation, in 
confidence or distrust. What kind of 
a mental picture do we want the 
public to have? The kind that is 
based on a candid and straightforward 
presentation of the facts? If we want 
the public to see the true and candid 
picture based on the facts, shall we in 
our advertising present the facts, 
simply and frankly? Or shall we grow 
lvrical on the theme of ‘one dollar 
opens a savings account?” 

Can anyone deny that the principal 
function of bank and trust company 
advertising is to create a well-informed 
public opinion? The greatest danger 
to sound banks and sound banking lies 
in public ignorance. The greatest 
protection is in informing the public, 
in telling and retelling in a hundred dif- 


TRUST SERVICE EXCLUSIVEL 


AS a business shown long contiqued 
growth?” That is all you oeed know 


ty jodge the quality of service at renders. 


No business ever continued to grow ona 
basis of dissatisfied clients. Onty a service 
which makes friends causes a business 
ts grow 


fa an cfiore w sender dhe best possible 


ST.LOUIS UNION 


ferent ways— 
simply, directly, 
frankly — what 
banks are, what 
they do, what 
their policies are, 
and why. The 
purpose of finan- 
cial advertising 
is to create con- 
fidence, not to 
sell something. Create confidence; sales 
will follow. 

This is not to deride merchandising 
copy. Much of it is excellent. No 
doubt it is often successful in selling 
new savings accounts, safe deposit box 
rentals, and other services. It has its 
place. But its place is distinctly sub- 
ordinate to the really important job of 
building a background of public con- 
fidence. Do that job well, and mer- 
chandising will take care of itself. 
Fail to create confidence, and the best 
merchandising copy coupled with the 
best sales efforts will not enjoy any 
permanent success. This, we venture 
to think, has always been true. The 
depression did not make it true. It 











service to its clients, this compasy limits 
its activities tu cruss service exctasively 


The loag continued growth of out busi 
peas ts prow! thar the great aayority of 
ovr clients are pleased with our service 
Our trust business has increased steadily 
for over 40 years sad excevets thar of any 
other 4. Lowis Beancial insiatensun. 


TRUST COMPANY 





demoourated by Probate ( ou 
the ten pears ending Jan. tet, 
by St. Louts Uaion atm . 
ed by off other Sa. Logis financial 


F ST. LOUIS UNION TRUST COMPANY 





merely made this truth more obvious. 

A few years back, say in 1929, we 
acted on the assumption that people 
believed that financial institutions 
were safely operated by men of demon- 
strated integrity and ability. But 
times have changed, and public opinion 
has changed not without cause. Many 
banks have closed under circumstances 
casting doubt on both the ability and 
integrity of their managements. Other 
bankers have been disclosed as rascals. 
And because the public can not be 
expected to differentiate too carefully, 
all bankers and men in related types of 
institutions are under a cloud. 

Public opinion concerning our or 
any other institution is but a composite 
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of individual opinions, each of them 
influenced in varying degrees by a 
great variety of different mental im- 
pressions from widely different sources. 
Advertising cannot alone control public 
opinion. But of all the forces which 
contribute to public opinion it is the 
only one fully under our control. It 
can be used effectively to multiply 
favorable mental impressions. This is 
the basic consideration upon which our 
current advertising program is based. 


OUR program, as the reader no 
doubt has inferred, is based upon the 
belief that the most valuable purpose 
our advertising can serve is to create 
a background of public confidence. 
Building such confidence in all financial 
institutions, even in all trust com- 
panies, is beyond our means and 
beyond our province.. We have all 
we can strive for in attempting to 
build confidence in the St. Louis Union 
Trust Company. 
Confidence has been largely restored 
in the solvency of financial institutions, 
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as indicated by the increase in bank 
deposits. But relatively little progress 
has been made in restoring confidence 
in their integrity. A thousand straws 
show that the public, if not actively 
distrustful, at least lacks that full 
degree of confidence which is a neces- 
sary foundation for trust business. 
All of which sets up rather definitely 
the problem to be solved. 

Confidence cannot be created by 
advertising, ““Have confidence in us,” 
or “This institution deserves your 
confidence.” It can be cultivated by a 
sincere and simple presentation of 
facts which suggest the inference that 
we are worthy of confidence. And the 
facts which can be backed up as 
coming from sources beyond all im- 
peachment are the facts which really 
carry conviction to the reader. 

Our program is therefore based 
upon these premises. We have picked 
out an assortment of facts, some of 
them extremely simple: ‘““Trust Serv- 
ice Exclusively”; ‘““The largest volume 
of trust business in St. Louis’’; “‘Forty- 


five years of growth’; “Our personnel 
has increased 40 per cent since 1929”; 
“18 per cent of our personnel is en- 
gaged in analyzing securities’; ‘“‘All 
of our directors use our services.” 
And we have worked out some argu- 
ments, which, if less simple and not so 
easily comprehended by the average 
newspaper reader, at least convey to 
the casual reader that our advertising 
is based on facts and to the analytical 
reader show a number of good reasons 
why he should come to us for safe- 
guarding his family and for other trust 
services. 

We went into the Probate Court 
records in St. Louis and St. Louis 
County and made _ comprehensive 
studies of some of the facts. From 
these we obtained significant figures 
as to size of estates administered by 
trust companies, value of the estates, 
and our own institution’s proportion 
of the value administered, which 
turned out to be 49 per cent of the 
total over the ten years studied. We 
examined the income tax statistics of 

the country and disclosed 
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“Trust Gompany Service Has 
My Unqualified Endorsement 


JUDGE CHARLES W. HOLTCAMP 


After 28 years of service to the public as Judge of the St. Louis 


Probate Court, Judge Charles W. Holtcamp is retiring from the 


bench, Every estate that has been administered in St. Louis 
during this period has been administered in his court, under 
his personal supervision. The number of these estates exceeds 
46,000. 


As a disinterested and expert observer, Judge Holtcamp is ex- 
ceptionally well fitted to advise in reference to the selection of 
an executor. No one has had a better opportunity to observe 
the actual administration of estates and to reach sound conclu- 


sions on this subject. 


Judge Holtcamp says: “Losses to beneficiaries of estates caused 
by inefficient and inexperienced administration or by the illness 
or death of the executor during the administration, are shock- 
ing in their frequency and in the aggregate cost St. Louisans 
millions of dollars. For this reason 1 regard the choice of an 
executor as one of the most important decisions a person must 
make. Few decisions are apt to effect the welfare of his family 
to such a degree. The safest choice in my opinion is a trust 
company. In my own case I’ve named a trust company as my 


executor.” 


We have available for distribution an interesting booklet en- 
titled “A Probate Judge's Observations on Will Making.” In it 
is reflected Judge Holtcamp’s long experience and informed 


viewpoint. Write for a free copy. 


ST. LOUIS UNION TRUST. COMPANY 


Trust Service Exclusively 





From time to time the bank runs special advertisements of a timely nature 


separate from its regular campaign. 


The one above features a judge’s 


recommendation of trust company service 


that in 1932, the worst year 
in financial history, the in- 
come from estates adminis- 
tered by our institution de- 
clined proportionately only 
one-half as much compared 
with 1929 as the decline in 
income from all trusts in the 
United States. These facts 
have given us the backbone 
of our advertising copy for 
the past two years. They 
could be continued as the 
sole theme for another two 
years, no doubt. But we 
are actively at work on 
other studies which may 
yield as valuable facts as 
the two just cited. 
Unquestionably the de- 
pression, with its havoc to 
the fortunes of the indi- 
viduals who had accumu- 
lated substantial wealth, 
has cut to a small fraction 
of the 1929 figure the num- 
ber of people who are desir- 
able trust prospects. This 
has not convinced us that 
we should decrease our ad- 
vertising. In fact, the con- 
clusions to which it has led 
us are at first glance rather 
startling. In tracing direct 
results —trusts closed from 
an advertising start—we 
find that over the years we 
stir up ten times as much 
business by our direct-mail 
and booklet advertising as 
we stir up by newspaper 
advertising. At the same 
time, we have over this 


period spent ten times as 
much money on newspaper 
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advertising as on direct mail. This 
means that a traceable advertising- 
started trust costs us 100 times as 
much from our newspaper advertising 
as from our direct mail. In the face of 
all this, in 1933 and 1934 we decreased 
our direct-mail expenditure in order to 
increase our newspaper advertising, and 
are following the same program in 1935. 

This is not as silly as it sounds. We 
look upon direct mail advertising as a 
sales tool. We use it to obtain inquiries 
for our new business department. It 
is effective and economical for that 
purpose. But as a medium for building 
public confidence it is very expensive; 
it reaches too few people and costs too 
much per person reached. Because of 
the decrease in trust prospects, the 
shrinkage in the estates of those who 
may still be classed as prospects, and 
the loss of confidence which all 
financial institutions have suffered, 
trust business currently is harder to 
obtain, sales resistance is higher, and 
consequently money spent for sales 
purposes is temporarily less productive. 
It, therefore, seems logical to spend 
less on direct mail and proportionately 
more on newspaper and outdoor adver- 
tising than would be advisable in more 
normal times. 


NATURALLY we have been accused 
of spending our money to buy non- 
prospect circulation when we might 
better concentrate on prospects. Actu- 
ally, of course, we sense as our impor- 
tant task the rebuilding of public 
confidence, on a firm basis of facts, to 
the point where it stood a few years 
ago on mere impression. And to do 
this we must use the newspapers and 
other mass media; too many financial 
institutions are already concentrating 
on the few and letting public opinion 
be damned. From our standpoint, the 
direct results from advertising are 
now, and in the past always have been, 
so much less important than the 
building of public good will that there 
is no question which job is the one to do. 
This viewpoint has materially: in- 
fluenced the technique of our advertis- 
ing job in the past year or so. It is 
easy, the path of least resistance, to 
be dignified in financial advertising — 
the type of dignity, of course, which 
comes from saying very little and 
saying it in vague and general terms. 
Such advertising carries a faint odor 
of respectability and is perhaps 10 per 
cent as effective as it might be if it 
said something definite and said it 
effectively. 

So we have made our advertising 
definite and specific. And we have 
cast off the fetters of an artificial 
dignity which also loses eye appeal. 
We believe it is possible to be dignified 
without being dull, and this is exactly 
what we are trying to do. Some 


people have been kind enough to tell 
us that we are succeeding. 

We use some all-type advertising, 
usually when we have a heavy dose of 
facts to administer to the reader. On 
such an occasion, we go to substantial 
space and tell our story. This story 
might in each instance be called key- 
note advertising. It gives the details 
of such a study as that of local Probate 
Court records, or of income tax figures. 
But between such heavy shots we use 
a large number of advertisements, 
somewhat smaller, chiefly pictorial, so 
handled that the message is quickly 
gained by the most casual reader but 
also containing something more sub- 
stantial for the reader whom we 
interest enough to stop and read it all. 

These advertisements consist of 
a large photograph—we have these 
photographs made specially for our 
use. Many of them show two men, 





15 


obviously of the substantial type who 
have trust estates worth obtaining, 
in surroundings which further tell the 
story of substance. Two men on the 
deck of a steamer, covered by their 
steamer rugs; Two men in evening 
clothes in a box at the theater; Two 
duck hunters in a skiff; Two men 
holding their fishing rods before a 
North Woods camp; Two men in a 
locker room; Two men in the rear seat 
of a limousine, obviously chauffeur- 
driven. Some others show a man and 
his wife, a man and his daughter, 
likewise in surroundings of comfortable 
living. 

In each advertisement, the charac- 
ters exchange remarks about trust 
service and St. Louis Union Trust 
Company. They do this in a technique 
closely related to the “balloons” by 
which the speech of comic-strip charac- 


ters is shown. (See page 28) 
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“I am making use of the services of the 
St. Louis Union Trust Company in 
connection with my estate and have 


named it as my executor or trustee.” 







President, National Beating Metals Carp. 


Chairman of Reard, Cupples Co. 





Chairman of toed, Foss Ys nonal Bank 





Another one-time advertisement run by the bank consisted of the 
statement signed by all of the bank’s twenty-eight directors that 
they were using the bank’s trust service 
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by 


R. E. DOAN 


Director of Public Relations, Denver National Bank, 
Denver, Colorado 


LOSE upon the heels of news- 
C paper and magazine publicity, a 

flood of inquiries regarding Title 
2 of the Federal Housing Act came to 
the Denver National’s Personal Loan 
Department. 

A high percentage of these inquiries 
was regarding the actual costs. In 
other words, prospective mortgagors 
wanted to know how much the initial 
investigation costs and the monthly 
payments would be. 

At first such queries were handled 
individually —our personal loan officers 
taking time to figure out each case 
separately, and to explain each item of 
cost in detail. As they did this, it was 
customary for either the officer or the 
inquiring customer to jot down each 
item of cost on a blank piece of paper. 

Soon, however, this method proved 
inadequate for either speedy or really 
efficient service. It took too long to 
explain the cost of each item, and to 
make a detailed, hand-written state- 
ment of those costs. Also, there was 
always the possibility that the officer 
might overlook one or more of the 
many items in such an oral explana- 
tion and that, if he quoted from 
memory, he might give a wrong figure. 

The solution of the problem was 
found in a preliminary estimate sheet 
which listed the various items and 
provided spaces for noting the actual 
or estimated costs opposite each of 
these items. This sheet, after being 
filled out by the officer, could be given 
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nswering Inquiries 
on FHA MORTGAGES 


Two simple forms: A preliminary 
estimate sheet and a schedule of 
payments save officers’ time’ and 
reduce essential facts to writing 


to the prospective mortgagor. It 
provided a complete picture of the 
case in question, and eliminated much 
oral explanation. 

The form, which can easily be 
mimeographed or printed in quantity, 
contains lines for the Date, Prospect’s 
Name, Address, Property Location, 
Appraised Value of Property, Amount 
of Mortgage Desired, Length of Time 
the mortgage is to run, and the Rate 
of Interest applicable to that type of 
mortgage. 

Just below the space provided for 
this general information, are listed 
the various items of initial and princi- 
pal cost. In each case, the actual 
or average charge, or the percentage 
charged, is printed after the item. 
This not only saves the inconvenience 
of constantly referring to a charge 
schedule and the possibility of quoting 
incorrectly, but it gives the customer 
a clearer picture. 


HE first heading is Initial Bank 

Investigation Costs. Under this are 
listed (1) Credit Report $1; and (2) 
Bank Appraisal $5. Since these are 
both fixed charges regardless of the 
size of the mortgage, and since they 
must be paid by the applicant before 
actual investigation work is under- 
taken by the bank, a total of $6 is 
shown in a separate total ‘column. 

The next heading is Initial FHA 
Investigation Cost, and under it is 
listed (1) FHA Appraisal ($3 per 





$1,000), with a space left blank to 
enter the actual cost —dependent, of 
course, upon the amount involved. A 
total space for this amount is also 
provided in the total column, since if 
the bank investigation is favorable 
this is the next cost to be borne by the 
applicant. 

The third heading is Initial Costs In 
Completing Mortgage, and the follow- 
ing are itemized: (1) Title Search and 
Drawing of Papers $15, (2) Abstract 
($3.50 plus .50 per entry), (3) Record- 
ing Fees (average $4), (4) Initial 
Service Charge (1 per cent). Here 
again a space is provided for a total 
of these costs, since this expenditure is 
dependent upon the applicant having 
qualified under the previously listed 
investigations. 

The fourth heading is Initial Ad- 
vance Payments, and two items are 
listed: (1) Federal Mortgage Insur- 
ance (1% to 1 per cent), and (2) Insur- 
ance, fire, etc., ($6 to $8 per $1,000 
for three-year period). A total space 


is here provided not only because 
these costs are dependent upon the 
previous investigations, but to show 
more clearly that these two items are 
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At first inquirers were handled indi- 
vidually, loan officers taking time 
to figure out each case separately 





not, in reality, service or investigation 
costs—that they are advance pay- 
ments for insurance. This completes 
the first half of the _ preliminary 
estimate sheet. 

The second half of the sheet is 
headed Principal Costs, and under 
this we find (1) Federal Mortgage 
Insurance (% to 1 per cent), (2) Serv- 
ice Charge (4% per cent), (3) Taxes 
and Special Assessments, estimated 
~ ae , (4) Insurance, fire, 
etc., ($6 to $8 per $1,000 for three-year 
period) estimated at $.......... , and 
(5) Principal and Interest on Mortgage 
~ & Sepa are ey In each case, spaces 
are provided to note only the monthly 
payments required to cover each of 
these items. Thus, the Estimated 
Total of Monthly Payments, which is 
a total of the monthly charges for 
these five items, answers the most 
common question: How much will the 
monthly payments be? 





- 


| S will be readily seen, this prelimi- 
+* nary estimate sheet can be filled 
out easily and quickly, and it provides 
not only an efficient form for the loan 
officer to handle, but when given to 
the customer it presents a clearer 
picture than would be possible orally. 
The customer can take it home and 
consider it at his leisure—and, since 
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PRELIMINARY ESTIMATE - TITLE 2 - FEDERAL HOUSING ACT 


Date 





Mr Property Location 








Address Avpraised Value 








Amount of Mortgage Desired Leneth of Time Rate 





INITIAL BANX INVESTIGATICN COSTS: 
1. Credit Report 1.00 


2. Eenk Appreisal §,00_ 





INITIAL FHA INVESTIGATION COSTS: 
1. FEA anpraisal ($3 per $1000) 
INITIAL COSTS IN COMPLETING MORTGAGE: 
1. Title Search and Drawing of Pavers 15.00 
2, Abstract ($3.50 plus .50 per entry) 
3. Recording Pees (Average - $4) 


4. Initiel Service Charge (1%) 


* INITIAL ADVANCE PAYMENTS: 


1. Federal Mortgage Insurance (4 to 1%) 


2. Insurance, fire, ete. ($6 to $8 per 
$1000 for three year period) ~ 


St oF hE eH HB HH 


PRINCIPAL COSTS: Monthly Payments 


1. Federal Mortgage Insurance (3 to 1%) £ 
2. Service Charge (4%) 
3. Taxes & Speciel Assessments, estimeted at, § 


4. Insurence, fire, ete. ($6 to #8 per $1000 
for three year period) estimated et $ 


5. Principal and Interest on Mortgage of $ 


ESTIMATED TOTAL OF MONTHLY PAYMENTS ~ $ 
Estimates given above are arproximate, and are subject to change. 


Please bring this estimate with you if you wish to comrlete the mortgage. 


Personal Loan Department 
THE DENVER NATIONAL BANK 











TITLE 2 - FEDERAL HOUSING ACT 


Chart of Monthly Payments per $1000, including only payments on Princi- 
pal and Interest, Service Charge, and Federal Mortgage Insurance Premium. 


5% Rate 


6 Years 10 Years 12 Years 15 Years 18 Years 20 Years 








Principal & Interest $18.87 $10.61 $ 9.25 $ 7.91 $ 7.03 $ 6.60 
2% Service Charge .39 -40 240 .41 -41 41 
3% Mortgage Insurance ae coe ee a $2 +42 242 
19.68 11.43 10.07 8.74 7,86 7.43 
53% Rate 
Principal & Interest 19.10 10.85 9.50 6.17 7.30 6.88 
3% Service Charge «39 -40 -41 -41 -41 +41 
1% Mortgege Insurance 83 ee 88 os 383 283 
20.32 12.06. -° “10.74 9.41 8.54 8,12 


(Plus Taxes and Fire Insurance) 


Personal Loan Deoartment 
THE DENVER NATIONAL BANK 








Later the preliminary estimate sheet and the monthly-payment 
sheet were designed to save time and supply the informa- 
tion in such form that it could be preserved and studied 
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it bears the bank’s name, it becomes 
another messenger of Denver National 
service. 

Of course, the adoption of this form 
by banks in other communities or 
states would undoubtedly necessitate 
the change of certain cost figures to 
conform with local charges and condi- 
tions. However, the items themselves 
would remain the same. 

In conjunction with this preliminary 
estimate sheet, we have also prepared 
a brief Monthly Payment Per $1,000 
summary form. This shows the Princi- 
pal and Interest, Service, and Mort- 
gage Insurance Premium charges per 
$1,000 —on a monthly basis for periods 
of 5, 10, 12, 15, 18 and 20 years. It 
is figured at both the 5 per cent and 
5\4 per cent rates, with corresponding 
lg per cent and 1 per cent Mortgage 
Insurance charges. This form aids 
prospects who come to the bank 
lacking sufficient information regard- 
ing costs to enable them to determine 
how long a period the mortgage should 
run. In such cases, the preliminary 
estimate sheet can be filled out with 
the exception of three costs, and the 
monthly payment summary can be 
given to the prospect, enabling him 
to supply these three cost figures after 
he decides upon the length of time 
desired for the mortgage. 

To complete our service in answering 
Title 2 inquiries, we have prepared a 
Question and Answer folder which 
answers the most common queries 
regarding the plan. Copy reads as 
follows: 

“Title 2 of the National Housing 
Act is intended to combine most of 
the costs of buying and owning a 
home, and to enable the home owner 
to handle these costs by means of 
convenient monthly payments. 

“It gives an opportunity to present 
owners of dwellings to refinance their 
mortgages at reasonable rates; and it 
enables prospective owners to finance 
the purchase of a home at rates reason- 
able enough to compare favorably 
with rent. 

“To more clearly explain the plan, 
we list below a number of the most 
common questions which have arisen, 
and the answers: 

Q. What are the main advantages 
of this plan to the mortgagor, or 
borrower? 

A. It eliminates the costly and 
troublesome tasks of securing a second 
mortgage, and of refinancing short 
term mortgages while the borrower is 
buying his home. The borrower is 
able, under this plan, to completely 
finance the construction or purchase 
of a new dwelling, or to refinance the 
mortgage on his present home. He 
then amortizes. the mortgage, also his 
current taxes and insurance, through 
monthly installments at a reasonable 
rate of interest. 
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Q. What rate of interest is charged 
under this plan? 

A. For new construction or financing 
the purchase of a home, the interest 
rate is 5 per cent, with an additional 
4 per cent to cover the Federal 
Mortgage Insurance Premium. For 
refinancing a mortgage on your present 
home, the interest rate is 514 per cent, 
with an additional 1 per cent to cover 
the Federal Mortgage Insurance 
Premium. In both cases, another 
lg per cent per annum is charged by 
the lending institution to cover serv- 
icing of the mortgage. 

Q. What is the Federal Mortgage 
Insurance, and how does it benefit the 
mortgagor, or borrower? 

A. This feature of the plan enables 
the Federal Housing Administration 
to insure the mortgage for the lending 
institution and, since it is a mutual 
insurance plan, the borrower has the 
advantage of participation in it. 

Q. Should a prospective home owner 
have an architect draw plans for the 
contemplated dwelling before coming 
to the bank to see about the mortgage 
under this plan? 

A. We suggest that the individual 
come to the bank before going to the 
expense and trouble of having an 
architect draw complete plans. In 
many cases we may be able to offer 
helpful suggestions as to the maximum 
amount which the dwelling should 
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An eight page question and answer 
folder was prepared to answer the 
most common questions 














cost, or as to the eligibility of the 
mortgage in question. 

Q. What requirements must the 
property fulfill before it may be mort- 
gaged under this plan? 

A. There are many specific require- 
ments set forth in the act. Briefly, 
however, they may be summed up as 
follows: the dwelling must be sub- 
stantial and durable in structure; it 
must be convenient and efficient in 
arrangement; it must be attractive in 
appearance; and it must be appropriate 
to the neighborhood. 

Q. Must the mortgagor, or bor- 
rower, live in the dwelling mortgaged 
under this plan? 

A. No, he is not restricted as to 
place of residence, and need not 
be the occupant of the mortgaged 
property. 

Q. Could a large apartment house 
be mortgaged under this plan? 

A. No. The property must consist 
of a dwelling for not more than four 
families. 

Q. Could a business property be 
mortgaged under this plan? 

A. No. The property must be used 
wholly or in part (at least 75 per cent) 
for residential purposes. 

Q. What are the main requirements 
for the mortgagor, or borrower, under 
this plan? 

A. He must establish that, after the 
mortgage offered for insurance has 
been recorded, the property will be 
free and clear of all other liens, and 
that there will be no other outstanding 
unpaid obligations contracted in con- 
nection with the mortgaged property. 
Next, he must establish that the 
monthly payments required bear a 
proper relation to his present and 
anticipated income and_ expenses. 
Third, he must have a credit record 
satisfactory to the lending institution 
and to the Federal Housing Adminis- 
tration. 

Q. Is the government loaning this 
money? 

A. No. The funds come from 
private investors through the usual 
financial institutions, such as_ the 
Denver National Bank. The govern- 
ment merely supervises through Fed- 
deral Housing Administration. This 
supervision extends to the promotion 
of the plan in general, the adminis- 
tration of the mortgage insurance 
feature, the appraisal of the property 
to determine its eligibility for that 
insurance, and rechecking of the mort- 
gage to make certain that it complies 
with all requirements. 

Q. What are the preliminary costs 
incident to mortgaging property under 
this plan? 

A. After talking over your plans 
with one of our personal loan officers, 
and if it appears that these plans 
fully comply with the requirements, 
it will cost you $1.00 for (See page 22) 
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The Hundred Largest Banks 


Commercial Banks and Trust Companies in the United States 
Listed in Order of Deposits on December 31, 1934 


Dec. 31, 1934 


1,394,604,308 
1,260,064,445 
978,332,802 
882,988,031 
824,483,600 
745,277,452 
738,625,248 
575,607,436 
514,155,899 
501,885,367 
500,316,730 
482,555,114 
476,498,916 
422,588,169 
342,144,224 
338,026,690 
334,157,757 
263,692,911 
263,630,371 
256,199,288 
246,757,855 
243,346,104 
237,557,793 
217,404,651 
207,373,756 
200,470,170 
194,307,560 
189,174,164 
170,379,817 
163,474,846 
160,362,052 
157,471,996 
153,410,745 
151,642,586 
150,275,864 
128,080,592 
127,834,690 
127,800,108 
125,736,378 
125,647,664 
120,502,144 
116,295,227 
115,827,054 
113,278,155 
112,234,152 
109,546,739 
109,223,182 
108,274,611 
107,202,782 
101,599,710 
99,025,940 
97,266,697 
97,091,262 
96,621,845 
92,110,287 
89,852,639 


Name 
Chase National Bank................... New York City . .$1,709,792,375 
National City Bank.................... New York City. . 
gE RT New York City. . 
Bank of America N. T. & S.A... ........ San Francisco. . . 
ee New York City. . 
Continental Illinois Nat’] Bk. & Tr. Co....Chicago........ 
Fivet National Bank... ...........0.002: Chicago........ 
Central Hanover Bk. & Tr. Co........... New York City. . 
Fivet National Bank. .................0- ae 
Bank of the Manhattan Co.............. New York City. . 
Security-First National Bank............ Los Angeles... . . 
Manufacturers Trust Co................. New York City. . 
> ae ee ae New York City. . 
Chemical Bank & Trust Co.............. New York City. . 
Piset Piational Baals. .... .....060.00000. New York City. . 
Philadelphia National Bank............. Philadelphia. . . . 
J. P. Morgan & Co., Drexel & Co., N. Y...Philadelphia. . . . 
ke ge ere New York City. . 
The National Bank..................... Detroit......... 
CE NIRS cis ckaccresrecesienn Cleveland....... 
PE PE i iiacwnnncwennavicns Chicago........ 
LOS Pittsburgh... .. 
Mellon National Bank.................. Pittsburgh. ..... 
Corn Exchange Bank Trust Co........... New York City. . 
pr San Francisco. . . 
Pennsylvania Co. for Insurances, etc... ... Philadelphia. . . . 
Bank of New York & Trust Co........... New York City. . 
Wells Fargo Bank & Union Tr. Co........ San Francisco. . . 
Psst Peatiomal Bamit. .......0..csccescees 8 ee 
National Shawmut Bank................ ee 
First Wisconsin National Bank........... Milwaukee... .. 
Anglo-California National Bank.......... San Francisco. . . 
Harris Trust & Savings Bank............ Chicago........ 
Sem Francieco Bank. ............000000. San Francisco. . . 
SS er ar Buffalo. ........ 
Piset National Bank. ..................- Baltimore....... 
First National Bk. & Tr. Co............. Minneapolis. ... . 
Commerce Fret Ce... ...5..5cicccccccces Kansas City... . 
Fidelity Union Trust Co................. Newark........ 
Mercantile-Commerce Bk. & Tr. Co....... a ee 
Public National Bank & Tr. Co........... New York City. . 
Crocker First National Bank............. San Francisco. . . 
Central United Nat’l Bank.............. Cleveland....... 
ee a) 
a een Kansas City... . 
Northwestern Nat’l Bk. & Tr. Co......... Minneapolis. ... . 
Or Providence...... 
National City Bank.................... Cleveland....... 
Farmers & Merchants Nat’! Bk........... Los Angeles..... 
ik we ccna anna nen Philadelphia. . . . 
Fidelity-Philadelphia Trust Co........... Philadelphia. . . . 
ities Peek COk.. 6s soos cacvicsicciesces Brooklyn. ...... 
Bank of California N. A................. San Francisco. . . 
City National Bank & Trust Co.......... CNN 6. 555s: 
Whitney National Bank................. New Orleans. ... 
Citizens National Tr. & Svgs. Bk......... Los Angeles... .. 
First National Bank. ..............0000. DRE 5-0-5 5:0:05 
Manufacturers & Traders Trust Co....... Buffalo......... 


89,707,450 
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= Name Dec. 31, 1934 
59 First National Bank.................... Atlenta......... 88,448,670 
60 United States National Bank............ Portland, Ore.... 86,085,978 
61 Detroit Savings Bank................... J eee 85,438,452 
62 Marine Midland Trust Co............... New York City.. 84,741,003 
63 First National Bank.................... PS icc wes 84,725,272 
64 Commercial Nat'l Bk. & Tr. Co.......... New York City.. 81,474,539 
65 Corn Exchange Nat'l Bk. & Tr. Co....... Philadelphia.... 80,915,136 
66 First National Bank.................... Philadelphia.... 80,167,502 
67 Fifth-Third Union Trust Co.............. Cincinnati. ..... 78,341,354 
68 Mississippi Valley Trust Co.............. wt, LOU... c 2s 78,218,510 
69 New York State National Bank.......... ee 77,231,053 
70 Peoples-Pittsburgh Trust Co............. Pittsburgh. ..... 76,960,117 
71 First National Bank.................... Pittsburgh. ..... 75,749,732 
72 Riggs National Bank................... Washington... .. 75,593,962 
73 First National Bank... .....00066065 Scranton........ 74,981,674 
ee Los Angeles... . . 74,817,978 
75 Manufacturers National Bank........... a 74,148,234 
76 Merchants National Bank............... Te 73,550,089 
77 Farmers Deposit Nat'l Bank............. Pittsburgh... . . 72,677,157 
78 Indiana National Bank.................. Indianapolis... . . 71,894,336 
FO State Sereet THE GO... . occ senses Boston. <0... 67,481,036 
80 Second National Bank.................. SNR ic Sie 67,454,410 
81 United States Trust Co.................. New York City 63,261,322 
82 Citizens & Southern Nat'l Bank.......... Savannah....... 62,922,923 
OF PE Ie asiiecscscswesecienan New York City... 62,588,513 
G4 First National Bank...:......000. 00.6000. Cincinnati. ..... 61,296,314 
85 Republic National Bank & Trust Co...... LS eee 60,857,985 
86 Commercial Trust Co. of N. J............ Jersey City..... 60,168,147 
87 Wachovia Bank & Trust Co.............. Winston-Salem... 60,028,041 
ee Toledo......... 57,944,380 
89 Lincoln-Alliance Bank & Trust Co........ Rochester....... 57,262,424 
90 National Commercial Bank & Trust Co....Albany......... 57,220,425 
ee WS Cincinnati... ... 55,485,623 
92 Hartford National Bk. & Tr. Co.......... Hartford....... 54,663,801 
93 First & Merchants National Bank........ Richmond. ..... 53,529,684 
ee a Portland, Ore.... 52,376,814 
95 Ohio National Bank.................... Columbus....... 52,215,456 
96 Trust Company of N. J.................. Jersey City..... 51,435,349 
97 Continental Bank & Trust Co............ New York City.. 50,307,684 
98 First National Bank.................... ae 49,785,989 
99 Central-Penn National Bank.... ........ Philadelphia.... 49,623,956 
100 Huntington National Bank.............. Columbus... ... 48,462,403 
Totals Cine. otek etc.) Unidivbied ... Deposits 
i oats Gatvonations $1,426,956,000 $1,332,815,890  $21,892,329,827 
Serer ere 1,163,512,675 1,317,056,129 17,440,034,818 
Pree 1,325,615,595 1,621,296,074 18,314,619,320 
Serre 1,356,615,514 1,836,476,491 18,750,524,485 
ree 1,366,444,566 2,256,396,034 22,158,278,318 
dis cist wists 1,381,789,000 2,185,469,235 21,839,462,069 
ere 1,066,080, 133 1,722,964,371 20,653,618, 100 
tas egal 930,950,000 1,428,422,011 18,191,958,885 
Ser ee 811,725,000 1,228,286,843 16,794,203,008 
Es er 750,055,000 1,114,064,382 15,993,820,119 
ea 705,149,990 1,069,997,622 15,153,255,855 


(Copyright 1935 by THE AMERICAN BANKER) 
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Name of Bank 
Bowery Savings Bank..... 
Emigrant Industrial Savings Bank. 
Philadelphia Saving Fund Society 


Bank for Savings.......... 
Central Savings Bank... .... 
Dry Dock Savings Institution 
Dime Savings Bank......... 
Greenwich Savings Bank. ... 
East River Savings Bank... 


Union Dime Savings Bank.............. 


Seamen's Bank for Savings 


Provident Institution for Savings 
Society for Savings 


Lincoln Savings Bank................ 


Buffalo Savings Bank... . 
Brooklyn Savings Bank. . . 
Savings Bank of Baltimore. . 
Dollar Savings Bank 


. Erie County Savings Bank........... 
Hibernia Savings & Loan Society....... 


Harlem Savings Bank 
Howard Savings Institution 
Western Saving Fund Society 
Franklin Savings Bank 
New York Savings Bank 
Albany Savings Bank 


Charlestown Five Cents Savings Bank. . 


Home Savings Bank 
Society for Savings 
Providence Institution for Savings 


Farmers & Mechanics Savings Bank 


Rochester Savings Bank 
Suffolk Savings Bank 


Worcester County Institution for Savings. . 


Springfield Institution for Savings... ... 


Long Island City Savings Bank 
Washington Mutual Savings Bank 
Onondaga County Savings Bank 


Dollar Savings Bank 
Roosevelt Savings Bank 
Eutaw Savings Bank 
Green Point Savings Bank 
Citizens Savings Bank 
Greater New York Savings Bank 
Connecticut Savings Bank 
New Haven Savings Bank 


Williamsburgh Savings Bank........... 


Boston Five Cents Savings Bank......... 


East New York Savings Bank............ Brooklyn 


South Brooklyn Savings Bank......... 


Deposits—1-1-35 


....-New York City 


New York City 


Philadelphia... .. 
..Brooklyn......... 
....New York City. .. 
....New York City. . . 

_.New York City... 

..Brooklyn......... 179,242,100 
...New York City... 
..New York City. . . 
.New York City... 
New York City... 


...Brooklyn......... 
— es 
Brooklyn......... 
Baltimore. ...... 
New York City... 
— eee 
. San Francisco. ... 


New York City. .. 


Philadelphia... . . 
New York City. . . 
New York City... 
Albany, N. Y..... 


ee 


Minneapolis. . . . . 


Rochester 


Boston 


Worcester....... 
Springfield, Mass. . 
Long Island City. . 
MMR. sstaicacwes 


Syracuse 


..Brooklyn........ 
Pittsburgh....... 


. . .$502,862,568 
... 409,879,885 
320,430,888 
230,856,424 


199,706,669 
187,444,823 
186,994,961 


147,901,705 
147,057,748 
133,102,942 
131,928,814 
117,243,550 
110,032,537 
105,915,889 
103,902,302 
98,269,707 
89,954,322 
87,742,935 
87,590,184 
87,441,342 
87,433,681 
86,525,260 
85,599,028 
83,989,129 
83,065,781 
69,385,280 
68,799,623 
67,942,398 
66,844,317 
66,224,827 
63,099,644 
61,993,788 
60,512,554 
58,412,146 
56,537,472 
51,952,345 
51,326,952 
50,757,053 
49,588,913 
49,055,828 
47,588,093 
46,746,102 
46,191,445 
46,049,898 
43,808,552 
41,847,865 
38,371,978 
38,149,679 
38,077,256 


Total Deposits, January 1, 1934 
Total Deposits, January 1, 1935 








1934 
No. 


51 
52 
53 
54 
55 
56 
57 
58 
59 
60 
61 
62 
63 
64 
65 
66 
67 
68 
69 
70 
71 
72 
73 
74 
75 
76 
77 
78 
79 
80 
81 
82 
83 
84 
85 
86 
87 
88 
89 
90 
9] 
92 
93 
94 
95 
%6 
97 
98 
99 


100 New Hampshire Savings Bank 


$6,690,993,395 
$6,837 ,643,682 


Beneficial Saving Fund Society......... 
Jamaica Savings Bank 
Kings County Savings Bank 
Monroe County Savings Bank 
Franklin Savings Bank 
Bridgeport-Peoples Savings Bank 
Cambridge Savings Bank 
Provident Institution for Savings 
North River Savings Bank............. 
Peoples Savings Bank 
Empire City Savings Bank 
New Bedford Institution for Savings 
Waterbury Savings Bank 
Manhattan Savings Institution. ... . 
National Savings Bank 
Syracuse Savings Bank 


Warren Institution for Savings........... 
Savings Bank of Utica 
Fulton Savings Bank 
Lynn Institution for Savings 


Amoskeag Savings Bank 
Dime Savings Bank of Williamsburgh.... . 
Worcester Five Cents Savings Bank...... 
City Savings Bank 
Peoples Savings Bank 


Irving Savings Bank.................... 
Saving Fund Society of Germantown 
Union Square Savings Bank 
East Side Savings Bank 
Poughkeepsie Savings Bank 
Savings Bank of New London 
Excelsior Savings Bank 
Hoboken Bank for Savings 


Bronx Savings Bank 


Brevoort Savings Bank................ 
Troy Savings Bank 
Bay Ridge Savings Bank 
Essex Savings Bank 
Metropolitan Savings Bank 
Savings Bank of Newport 
Mechanics Savings Bank 
Maine Savings Bank 
Worcester Mechanics Savings Bank 
East Brooklyn Savings Bank........... 
Home Savings Bank 
Queens County Savings Bank 
Malden Savings Bank 
Western Savings Bank 
Yonkers Savings Bank 
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Largest Mutual Savings Banks 


Compiled by National Association of Mutual Savings Banks 


Deposits—1-1-35 


..Philadelphia...... 
Jamaica, N. Y..... 
Brooklyn......... 
Rochester. ....... 


Bridgeport. ...... 
Cambridge. ...... 
Jersey City....... 
..New York City. .. 
Providence... .... 
New York City... 
New Bedford. .... 
Waterbury....... 
..New York City. .. 
Albany, N. Y..... 


Brooklyn......... 
Worcester........ 
a ee 
Worcester........ 
New York City... 
Philadelphia... ... 
New York City... 


Poughkeepsie... .. 
New London...... 
New York City. .. 
FIbONOR. .......55: 


. .Brooklyn......... 
nee 
Brooklyn......... 
Lawrence......... 


New York City... 


Portland, Maine... 
Worcester........ 


. OOO... 5... 
Albany, N. Y..... 


$ 38,136,156 


37,285,950 
37,110,782 
36,227,950 
35,220,565 
35,156,643 
34,459,241 
33,806,384 
33,404,875 
33,145,890 
32,631,864 
32,398,497 
32,361,105 
32,290,946 
31,941,016 
31,771,884 
31,689,740 
31,614,980 
31,607,526 
31,409,149 
30,455,231 
29,762,983 
29,733,788 
28,988,844 
28,838,839 
28,778,258 
28,340,528 
27,891,627 
27,198,030 
27,002,557 
26,326,388 
26,308,548 
26,252,044 
26,237,388 
26,206,098 
26,039,591 
25,753,751 
25,728,903 
25,484,384 
25,362,655 
25,330,476 
25,070,142 
24,800,079 
24,776,302 
24,768,336 
24,589, 187 
24,584,199 
24,498,125 
23,830,793 
23,655,283 
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Franklin-Busatt, New York 


High tribute was paid to Elvadore 
R. Fancher, Governor of the Federal 
Reserve Bank of Cleveland for twenty 
years, when he died there January 16. 
He had entered banking as a teller in 
Lorain, Ohio, in 1882, worked up 
steadily through the ranks to the 
presidency of a Cleveland bank and 
then to the governorship of the Fed- 
eral Reserve in November, 1914. 





Harris & Ewing 

A. D. Simpson has been elected 
president of the National Bank of 
Commerce, Houston, Texas, to succeed 
Jesse Jones, head of the RFC, who 
retains the chairmanship of the board. 
Mr. Simpson joined the bank as pass- 


book teller in 1918, and has since 
served in the capacities of assistant 
cashier, cashier, and _ vice-president. 





Evans Woolen, Jr., new president 
of the Fletcher Trust Company, 
Indianapolis, succeeds his father who 
now becomes chairman of the board. 
Mr. Woolens, Jr., has been active in 
the trust company since 1920, having 
become a vice-president in 1930. He 


also interested himself early in civic 
affairs, serving in various capacities, 
including four years as city controller. 

Moorefield, Indianapolis 





Albert S. Puelicher, formerly a vice- 
president, succeeds his father as presi- 
dent of the Marshall & Ilsley Bank of 
Milwaukee, Wisconsin. Mr. Puelicher, 
like his father, has been an advocate 
of sound education in banking. He 
has been an active worker in the 
American Institute of Banking, and 
was president for the 1933-34 year. 


Moffett-Russell 





Blank-Stoller, Inc. 


Frank K. Houston is the new, and 
tenth, president of the 112-year-old 
Chemical Bank & Trust Company, 
New York City. Mr. Houston entered 
banking as secretary of the Tennessee 
Bankers Association, later joined the 
First National of Nashville as assistant 
cashier. He is a director of a number 
of financial corporations and railroads. 

+ * 

In the death of John H. Puelicher, 
president of Marshall & LIlsley Bank 
of Milwaukee, banking loses a national 
figure. A past president of the 
American Bankers Association and the 
American Institute of Banking, he 
had long worked for a more widespread 
knowledge of the banking function. 
He joined the bank as discount clerk 
in 1893, and became president in 1920. 


Klein, Milwaukee 
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The Washington Outlook 


(From page 5) ability to go directly to the general public for 
a large share of its borrowing if it so desires and if the plan 
proves popular. This may eventually result in giving a 
large portion of the voters a direct interest in the federal 
budget and act as a bulwark against heavy spending and 
inflation. Its effect on banks may be twofold. In the first 
place it may attract the savings of many small investors 
who otherwise would accumulate their savings in time 
deposits at commercial and savings banks. In the second 
place it may free the Treasury to some extent of the 
necessity for relying on banks, and also may provide a 
market for government bonds in periods when banks are 
more interested in higher returns. 

The law also increases the total borrowing power of the 
Treasury to $45,000,000,000. Up to the present there has 
been a limit on the amount of bonds which may be issued 
but no account has been taken of refinancing, and the new 
law provides that up to $25,000,000,000 of bonds may be 
outstanding at any one time. A limit of $20,000,000,000 is 
also put on the amount of Treasury notes, certificates, and 
bills which may be outstanding, without any restrictions 
being placed on the amount of any one type of these short- 
term instruments. The effect of this is to permit the 
Treasury to refinance long-term bonds and to relieve it of 
reliance on short-term paper. 


The Safe Deposit Tax 


Although the federal tax on bank checks terminated 
January 1 and the administration has stated that it will 
not seek to have this tax renewed, the tax on safe deposit 
boxes is still in effect and will continue indefinitely unless 
Congress specifically repeals it. This situation led to so 
much misunderstanding and confusion that the Bureau of 
Internal Revenue was forced to issue special instructions. 

The safe deposit tax, which is 10 per cent of the amount 
paid for the use of safe deposit boxes, was imposed by the 
revenue act of 1932, as was the bank check tax, but by a 
different section, and has no expiration date. Most of the 
special taxes imposed by that act are due to terminate this 
June, but Congress has been asked by the President to 
extend them. Whether this is done or not, the deposit 
box tax will continue until specifically repealed. 





New Money for the HOLC 


Quick congressional action is due on the administration 
bill to increase the lending power of the Home Owners’ 
Loan Corporation and to make a number of more or less 
technical amendments to the laws dealing with federal aid 
to home financing. Identical bills introduced by the 





Chairmen of the Senate and House Banking and Currency 
committees call for increasing the permitted*bond issue of 
the HOLC from $3,000,000,000 to $4,500,000,000 in order 
to continue the program of refinancing distress mortgages. 
The corporation had estimated that $1,250,000,000 addi- 
tional would be sufficient for this purpose, but the bill 
carries $1,500,000,000 at the insistence of a large number of 
Congressmen who felt that the fund should be large enough 
to provide a leeway for borderline cases. Anticipating 
passage, the HOLC resumed the acceptance of applications. 
for loans to home owners. 

Because of the pressure in all parts of the country for 
continuance of the HOLC loans, stopped last fall when 
applications on file equaled the balance available for loans, 
there was little doubt that the bill would be enacted 
speedily, although several Representatives and Senators 
served notice that they would demand that greater care be 
exercised by HOLC in placing its loans. These men feel 
that favoritism and influence have played too large a part 
in the selection of homes to be refinanced and there was 
talk of a congressional investigation and even of threats of 
impeachment of some officials, but this feeling was in large 
part met by reorganization of some of the branch offices. 

In addition to expanding the lending power of the 
HOLC, the bill makes many changes in the Home Loan Act 
and the Federal Housing Act, the most important of which 
are designed to strengthen the Federal Savings and Loan 
System and to correct oversights and make improvements 
in the operation of the Home Loan Bank System. These 
include amendments to make the terms of long term mort- 
gages coincide with those insured by the Federal Housing 
Administration; to make the organization and operation 
of the Home Loan System more comparable with the Federal 
Reserve System in several respects; to change the insurance 
rate of the Federal Savings and Loan Insurance Corporation 
from one-fourth of 1 per cent to one-eighth of 1 per cent; 
and to facilitate the organization of National Mortgage 
Associations under the FHA. 

A departure from the home lending activities of the 
government is made in the section of the HOLC omnibus 
bill which extends the installment credit plan of the Federal 
Housing Administration to commercial and industrial 
buildings and equipment. In the past the FHA has 
guaranteed 20 per cent of bank loans for modernization 
and repair of homes and stores up to $2,000, but the new 
proposal is to extend this guarantee to loans up to $50,000 
for the purpose of financing alterations, repairs and improve- 
ments to apartment houses, hotels, office and other com- 
mercial buildings, hospitals, and manufacturing or industrial 
plants, including the installation of new permanent equip- 
ment and machinery. 


Answering FHA Inquiries 


(From page 18) the bank to secure a 
credit report, and $5 for the bank to 
have an appraisal made of your 
property. If both of these investiga- 
tions prove satisfactory, the next cost 
is $3 per $1,000 of the amount of the 
mortgage desired —this amount being 
charged by the Federal Housing 
Administration to make their appraisal. 
If they approve, the next costs are: 
$15 for title search and drawing of 
papers, approximately $5 for an ab- 
stract, approximately $4 for recording 
fees, and an initial service charge of 
1 per cent of the total amount of the 
mortgage desired. When these items 


have been taken care of, advance 
payments on your Federal Mortgage 
Insurance (% to 1 per cent), and on 
your fire insurance (usually from $6 to 
$8 per $1,000 for a three-year period) 
will be required. These charges com- 
prise the preliminary costs. 

Q. How are the principal costs of 
the mortgage, under this plan, arrived 
at? 

A. There are five principal costs to 
be considered: (1) the Federal Mort- 
gage Insurance Premium (% to 1 per 
cent, depending upon whether it is 
for financing the purchase or new 
construction of a home, or for re- 


financing a present mortgage); (2) a 
servicing charge of 4% per cent; (3) 
taxes, and special assessments; (4) fire 
and other casualty insurance; (5) pay- 
ments on principal and interest of the 
mortgage. A total of 1/12th of each 
of these five items comprises the 
amount of your monthly payments. 
(A chart showing monthly payments 
per $1,000 on Principal and Interest, 
Service Charge, and Federal Mortgage 
Insurance Premium, is given on the 
opposite page.) 

“If you have any further questions 
regarding Title 2 of the National 
Housing Act—phone, write, or call 
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Ap Efficient Partner 
of the Calculating 
Machine—Speeds Cross 
Adding—Assures Greater 
Accuracy, Lower Cost. 
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AND SAVINGS 


When accumulating figures from a series of report sheets, the Sum- 
mary Board speeds the work, cuts cost and assures greater accuracy. 
Punched reports are assembled in shingled or overlapped formation on 
the sheet holder bar having alternate arches and studs. The holder bar is 
removable and reversible. The figures for line totals may be added quickly 
and accurately by reading along the edge of the movable line finder. The line 
finder moves freely over the surface of the board, and is controlled by slight 
movement of bakelite knob. 

The Summary Board will pay regular dividends in increased efficiency 
in the preparation of reports such as analyses by commodities, territories, 
salesmen, divisions or branches; summaries or breakdowns of sales, ex- 
penses, production, distribution, inventories, etc. The Summary Board is 
light in weight. Folding steel frame easel is adjusted to any angle. Rubber 
feet prevent skidding and scratching. Finished in olive green enamel. 








Board Size : : Board Size : ; : 
oe Width and hag Dave — Width and hug Betee ae 
c Height : Height 





SB 100 20 x 16” | $17.75 SB 104 30x 16” | $23.50 
SB 101 20 x 20” 20.25 SB 105 30 x 20” 26.50 
SB 102 24 x 16” 20.25 SB 106 36 x 16” 27.00 
SB 103 24 x 20” 22.75 SB 107 36 x 20” 31.00 a 7 


WILSON-JONES COMPANY 


ELIZABETH, N. Jd. CHICAGO NEW YORK,N.Y. 
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QU cere there are multiple 
copy forms to be typed, the 


new EGRY SPEED-FEED will effect 
sharp savings in time, labor, and 
money, by converting your type- | 
writer into a continuous form billing | 
machine in one minute — without 
change in typewriter construction 
or operation. 














Write for facts 
about the EGRY 
SPEED-FEED and 
the 16 savings it 
offers every bank. 
Address The Egry 
Register Company, 
Dayton, Ohio. 








Congress 





is in Session 


The activities of politics, 
business and society are more 
colorful than ever before. 
You will enjoy Washington 
this winter. 


The best in accommodations, 
location and smart surround- 
ings are available at this 
distinctive hotel. Write or 


wire for reservations. 
Nathan Sinrod, Manager 





HAY-ADAMS HOUSE 


LAFAYETTE PARK AT SIXTEENTH 
NATHAN SINROD, MGR. 


WASHINGTON, D.C. 


| instead of the check. 


| Natl. 
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at our personal loan department. We 
we will be glad to discuss the plan in 
detail with you.” 

These two forms and the folder have 
saved a great deal of time in our 
personal loan department; they provide 


a more attractive and adequate means 
of answering inquiries, and the many 
expressions of approval from the 
prospective mortgagors clearly demon- 
strate their favorable reception by 
the public. 








LEGAL 








DIGEST 








(From page 9) property of the bankrupt, 
wherever situate, vests in the trustee as 
of the adjudication date. The court also 
cited authorities to the effect that the 
jurisdiction of the Federal Courts in 
Bankruptcy is exclusive of the jurisdic- 
tion of other courts. (Irving Trust 
Company vs. Fleming, 73 Federal 
Reporter, Second Series, 423.) 


Paid Check 


When is a check “‘paid”’ in the eyes 
of the law? What is the status of a 
“stop payment” order received before 
the close of the banking day, but after 
the check has been deducted from the 
drawer’s account? 

“Can we recognize such a_ stop 
order,” inquires one banker, “especially 
after we have stamped or perforated 
the check ‘paid’?”’ 

When the holder of a check presents 
it to the bank for payment, the bank 
must decide then and there whether 
or not it will honor the check. If it 
honors the check by payment, it 
cannot thereafter change its mind and 


| seek to recover the money from the 
| payee, even though it later discovers 
_ that the check was drawn against 


insufficient funds. (Hayes vs. Tootle- 


| Lacy Natl. Bank, 72 Federal Reporter, 
| Second Series, 429.) 


But suppose the holder of the check 


is also a customer of the same bank 


and deposits with the bank a check 
drawn on itself, and this check is 
credited as a deposit in his pass book. 


| Can the check be charged back to him 
| if, later in the day, it is found to be 


drawn on not insufficient funds or pay- 
ment on it is stopped by the maker? 

The courts say that acceptance of 
the check for deposit is just the same 
as if the depositor had first demanded 
the cash and then deposited the money 
The principle 
seems to be that a bank cannot first 
pay a check on itself by entering it in 
the depositor’s pass book or otherwise 
receiving it for credit to the depositor’s 
account and then decide to “unpay” 
it afterwards upon receipt of a stop 


| order or upon discovery that there is 


not enough money in the 
account to meet the check. 


maker’s 
(First 
Bank vs. Mammoth Blue Gem 
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Coal Co., 194 Kentucky, 580; Oddie 
vs. Natl. City Bank, 45 New York 735; 
Consolidated Natl. Bank vs. First 
National Bank, 129 App. Div. (N. Y.) 
5938; City Natl. Bank vs. Burns, 68 
Alabama, 267; Titus vs. Mechanics 
Natl. Bank, 35 N. J. Law 558.) But 
for a case expressing a contrary rule in 
California see Ocean Park Bank vs. 
Rogers, 6 Calif. App. 678. 

In Missouri the courts allowed the 
St. Louis banks to charge back checks 
on themselves previously entered in 
depositors’ pass books where it was 
later found that such checks were over- 
drafts. This was allowed because it 
was shown that there was a custom 
to this effect among all the St. Louis 
banks. (Pollack vs. Natl. Bank of 
Commerce, 168 Mo. App. 368.) But 
this rule would not extend to honoring 
a subsequent stop order on a check 
good when received and credited in a 
depositor’s pass book. 

Ordinarily, where a check drawn on 
itself is credited on the pass book or 
otherwise for a depositor, the incident 
is irrevocably closed in favor of the 
depositor, and such matters as stamp- 
ing the check ‘“‘Paid”’ or perforating it 
for cancellation are simply features oi 
the internal system of the bank in 
which the depositor is not concerned. 
In a Massachusetts case, however, a 
check was presented by mail, was 
stamped “Paid,” cancelled by perfora- 
tion, filed with the paid checks, and a 
remittance check was drawn, but had 
not yet been charged to the account of 
the maker. The court said that this 
constituted payment, even though the 
remittance check had not been mailed. 
(Nineteenth Ward Bank vs. First 
National Bank, 184 Massachusetts, 
49.) From this it would appear that 
a stop order received after stamping 
and perforation of the check and 
especially after writing up the remit- 
tance check, would be ineffective to 
enable the bank to withhold payment. 

The suggestion has been made that 
a bank might protect itself against 
deposited overdrafts on itself by print- 
ing on its deposit slip or in the pass 
book a notice reserving the right to 
charge back to the depositor any item 
drawn on itself and found to be not 
good at the close of business on the 
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day of deposit. There is available no 
court decision construing such a notice, 
but it is doubtful in the extreme 
whether it would apply to stop orders 
received after the deposit of the item, 
but before the close of the business day. 


Bank’s Knowledge 


In a controversy over a series of 
three successive mortgages, a bank 
disclaimed knowledge of the lien of the 
third mortgage. It appeared, how- 
ever, that originally the bank had sold 
this particular mortgage for cash. The 
officers of the bank at the time the 
sale of this mortgage was made were 
fully informed of all the matters in 
controversy at that time. 

The bank, once informed, the court 
held, will not be permitted to “‘forget’’ 
upon some change in its directorate 
and cannot claim equities adverse to 
this third mortgage. This is an 
application of the familiar principle 
that the knowledge of its officers and 
directors, is the knowledge of the cor- 
poration, which cannot thereafter dis- 
claim the knowledge because of changes 
in personnel. 


Forgery 


Where a person’s signature has been 
attached to a note without his au- 
thority, must he disavow the signature 
when the note is shown to him? If he 
fails to repudiate the signature, does 
his silence ratify it? 

The Court of Appeals of Kentucky, 
in a recent case involving those ques- 
tions, has ably pointed out the follow- 
ing applicable rules of law: 

Mere silence when a forged signa- 
ture is shown to the person named as 
the maker of a note, does not of itself 
operate as a ratification or adoption of 
the signature. 

A person accepting any benefit from 
the use of the forged note cannot 
thereafter repudiate his forged signa- 
ture. 

Where the alleged maker, by his 
failure to repudiate the forged signa- 
ture, causes the holder of the paper to 
suffer damage and loss, he may be 
held liable on the note. 

Where the holder of the note has 
been misled to his damage by the 
conduct or promises of the person 
whose name has been forged, the latter 
cannot thereafter plead the forgery to 
avoid liability on the note. (Embry 
vs. Long, 75 Southwestern Reporter, 
1036.) 


Agent Not Liable 


A bank sought to recover against 
Henry Jones on certain notes signed 
by him, “Henry Jones, agent,” on 
which the bank had made loans. The 
notes did not disclose for whom Henry 
Jones was acting as agent. At the 
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trial oral evidence was admitted to show 
that the bank through its officers 
knew for whom Henry Jones was 
acting. The Ohio court before which 
the case came decided that this 
knowledge on the part of the bank 
was sufficient to relieve Henry Jones 
of personal liability on the notes. The 
court further pointed out that the 
Ohio statute provides that when a 
person adds to his signature words 
indicating that he signs for or on 
behalf of a principal, he is not liable 
on the instrument if he was duly 
authorized. 


Trust Fund 


A bank was appointed guardian of a 
minor’s estate and as such received a 
fund of approximately $1,000. How- 
ever, it dealt with this fund as if it 
were a deposit account. 

The bank went into a receivership 
and a new guardian was appointed for 
the minor’s estate. 

In a contest between the new 
guardian and the receiver of the bank, 
the court stated that a bank by 
treating the trust fund as a deposit 
account could not set up the relation- 
ship of debtor and creditor as between 
itself and the minor since no act of a 
fiduciary can change the status of a 
trust fund into that of a deposit 
account. 

However, it appeared that in the 
circumstances of the particular closed 
bank the new guardian would receive 
a larger amount if the fund were 
regarded as a deposit account than it 
would if the fund were considered a 
trust fund. As to this, the court held 
that inasmuch as the original bank 
had dealt with the trust fund as a 
deposit account and since the new 
guardian had elected to ratify the 
fund as a deposit account, the original 
bank could not maintain the status of 
the trust fund as against its own 
conduct in having dealt with the 
money as a deposit account. (Union 
Bank and Trust Co. vs. Bates, 257 
Northwestern Reporter, 806.) 


Election 


A trust company held a fund under 
an escrow agreement. A party in 
interest could have made a claim under 
the escrow agreement, but instead 
instituted garnishment proceedings. 

Later the plaintiff in the garnish- 
ment proceedings brought suit against 
the trust company to recover out of 
the escrow fund. The court ruled, 
however, that the garnishment pro- 
ceedings and the suit under the escrow 
agreement, while both valid legal 
remedies, were inconsistent with each 
other and that the plaintiff could not 
avail itself of both proceedings. 

“The rule is settled in this state 
(Texas),” said the court, “that where 





it» = 


~- =e & FF Fr = —— 


em DO Sm OT ee ee oe OP CY oe 


“SK Ow 





March, 1935—THE BURROUGHS CLEARING HOUSE 


a party has available two valid and 
inconsistent remedies and undertakes 
to pursue one of them, his action con- 
stitutes an election, and he cannot 
afterwards resort to the other remedy.” 
(Commercial Loan & Trust Co. vs. 
Reed Automobile Co., 75 Southwestern 
Reporter, Second Series, 144.) 


Pledged Bonds 


A borrower pledged with two banks 
certain negotiable bonds as collateral 
for personal loans. The borrower held 
the bonds as trustee, but had specific 
power, as recited in the bonds them- 
selves, to “sell” or “‘negotiate” them. 

Upon the borrower’s insolvency, the 
banks sought to liquidate the bonds, 
but were prohibited from doing so by 
the Federal District Court before 
whom the matter was brought. The 
court held that, since the banks knew 
the borrower held the bonds as 
trustee, they did not receive them as 
innocent holders when they took the 
bonds as collateral for the trustee’s 
personal loan. The provisions of the 
Negotiable Instruments Act, the court 
declared, do not overcome the rule of 
equity that not only the trustee, but 
all who know of the trust, are forbidden 
to deal with the subject matter for the 
personal benefit of the trustee. 


Tardy Endorsements 


A bank held the note of husband 
and wife payable one year after date. 
About eight months after the execution 
date of the note, it was endorsed by X; 
eighteen months after the maturity 
date the note, still in the hands of the 
bank, was also endorsed by Y. 

Suit was brought by the bank against 
the endorsers, who on the face of the 
record appeared to be accommodation 
parties. Ruling against the bank, 
the court said: 

‘The undertaking of one not a party 
to the original transaction, who, in 
pursuance of some subsequent arrange- 
ment, signs as surety, guarantor or 
endorser after the original contract 
has been fully executed and delivered, 
is a new and independent contract, 
and to be binding must be supported 
by a new and independent considera- 
tion from that of the original con- 
tract.” 

To the argument that there is a 
presumption of consideration for the 
endorsement of a negotiable instru- 
ment, the court replied that that pre- 
sumption was overcome by the fact 
that the notes were endorsed after 
their delivery to the bank. (Citizens 
Savings Bank vs. Turcone et al., 173 
Atlantic Reporter, 534.) 


Operating and Its Importance 


(From page 8) terms of the narrowest in- 
terpretation of operating. He is not 
going behind the details to get at 
basic causes. 

Nor is this exclusively a problem of 
city banks. A few years ago one of 
our correspondent banks called our 
attention to their need for a larger 
banking room. Their lobby was all 
cluttered up. We sent our outside 
operating man to look them over. He 
reported that what was filling up their 
lobby was not activity, but farmers 
who came to town and customarily 
made the bank lobby a meeting place. 
He recommended fixing up a _ base- 
ment club room, with comfortable but 
inexpensive furniture, where the 
farmers could enjoy themselves more 
than by standing around the lobby. 
As I recall it, furnishing and remodeling 
that room cost about $300. It cleared 
the lobby and saved the expense of a 
new building. A similar experience 
came when a bank in an industrial city 
complained of its inadequate lobby. 
After one look we told them to put 
in the rear cages the tellers who cash 
pay checks for factory .employees. 
This took 80 per cent of the lobby 
visitors back out of the way, leav- 
ing the lobby apparently uncrowded 
though it contained just as many 
people as before. 


There are several other timely sub- 
jects confronting operating men today. 
One is the control of government 
bonds, which are so easily convertible 
into cash. With such large blocks of 
governments in most banks, it is 
advisable to have a triple control on 
the physical access to these assets. In 
our bank this control is handled by 
carrying these assets in safes with two 
combinations, and a lock. Two officers 
have a combination apiece, and the 
auditor has a key without which one 
of the officers cannot throwhis combina- 
tion. Thus, thereisan adequatecontrol. 

A basic rule of asset control is: The 
more easily disposable the assets, the 
greater the necessary safeguards. Dual 
control, by an officer and an employee, 
is no control because the employee will 
do exactly what the officer tells him 
to. In a _ small institution where 
complex controls are not practical be- 
cause of the frequent absence of one 
of the officers, switching duties is a 
fine control. For example, in one 
country bank the three active officers 
pass around the custody of cash and 
governments. It is always under 
single control, but this control does 
not last more than three months in one 
man’s hands. The cashier holds con- 
trol for perhaps three months, cer- 
tainly no longer. He turns it over to 
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the president, who checks it carefully 
and gives the cashier a receipt. After 
three months the president turns it 
over to the vice-president, who does 
the same things. Thus the single 
control rotates, eliminating the tempta- 
tion to which any officer might 
succumb if he had unlimited tenure 
of this single control. 

Service charges and other miscel- 
laneous income constitute another set 
of money which has so grown in 
importance during recent years that 
it deserves a more rigid control than 
it customarily received a few years ago. 
In our bank, we throw a control 
around trust fees, service charges, and 
similar income by having these made 
up by individuals who handle no cash. 
The clerk doing this work has actually 
the function of a bill clerk in a com- 
mercial office. These are set up as 
accounts receivable, are washed out 
when collected. We purposely handle 
most exchange and _ miscellaneous 
charges on a monthly charge-account 
basis to effect this control. We do 
not undertake to control the odd dimes 
taken in at the windows, preferring to 
assume that the tellers are above any 
such petty temptations. But we do 
maintain a rigid control on the larger 
segments of miscellaneous income. 

There are certain other operating 
problems which are no more important 
today than at any time, except insofar 
as expense control under today’s 
interest rates is essential if profits are 
to be maintained. For example, there 
is the inevitable tendency to buy a lot 
of fancy printing for unimportant 
purposes, or for that matter for impor- 
tant purposes which inexpensive print- 
ing would serve just as effectively. We 
find, for example, that a_ simple 
printed card or blotter enclosed in a 
monthly statement is a highly effective 
method of getting a message to our 
checking customers — the card or blotter 
gets read more thoroughly than some- 
thing which looks more complex. At 
the same time, do not interpret this as 
a plea for cheap stationery or supplies. 


Rather use good stationery, and make 
sure that the customers pay well 
enough for their service to cover this 
expense. 

Then there is the windmill at which 
I am continually tilting, the common 
tendency in operating to so emphasize 
taking the pressure off the low-priced 
help that it is thrown into the upper 
strata of department heads and officers. 
Ideally—nor do I claim that our 
institution has reached or even reason- 
ably approached the ideal—it is pos- 
sible to put the operating on a basis 
which will relieve the pressure on the 
higher-paid personnel so that there 
will not be a need for so many high- 
priced officers. That this problem is 
difficult and delicate, and requires 
considerable time, is no reason why it 
should be overlooked. Kept in mind. 
it can be whittled away at as oppor- 
tunity offers. 


HOPE that these rambling comments 

make clear my contention that 
the big problem facing comptrollers, 
auditors, cashiers, and other operating 
heads of banks is today not so much 
one of watching pennies as it is ol 
getting behind the routine and con- 
trolling the larger factors which in- 
fluence expense and income. Set up 
the departments so that they will 
stand on their own feet. Eliminate 
the peak loads instead of trying to 
shift help or to use a lot of expensive 
general men. Distribute the load 
through working with customers in- 
stead of trying to do it all internally. 

And when you have really got your 
teeth in all of these activities and have 
them reduced to a size which permits 
chewing them up and swallowing them 
one by one in rapid succession, per- 
haps you will find that even the 
gentlemen who sit up on the deep 
plush rug and smoke cigars with the 
customers will agree that there is a 
modicum of truth in the slogan with 
which I opened this article: 

Operating is the most important 
part of banking. 


First: Create Public Confidence 


(From page 15) With this difference 


| that our words are not in balloons, but 


are shown at the end of a single line 
coming from the vicinity of the 
speaker’s face, rather than issuing 
from his mouth, and likewise that 
they are what the engraver calls 
reversed, that is, they are white on 
black. All of which makes them look 
much more. dignified, and not at all 
out of keeping with the solemnity of a 
discussion about a trust estate. In 
the lower part of the advertisement is a 
panel, mortised out of the photographic 
background, in which appears a brief 
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type piece of copy perhaps 100 words 
in length, along with our institution’s 
signature. The speech is always harp- 
ing on one of the simple arguments, 
trust service exclusively, experience, 
safety, depression record, leads in 
volume of business, and so on. The 
paneled copy expands and explains 
the ideas brought out in the speeches. 


E have not been without adverse 
comments on this advertising. By 
its very difference from ordinary trust 
advertising it invites criticism. Many 
of my personal friends greet me 
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kiddingly with such remarks, quoted 
from the advertising characters, as 
“It leads in volume of trust business,” 
or “It’s my choice because of its policy 
of trust service exclusively.” Then 
they laugh as though it were a great 
joke. To which the answer is, ‘“‘Well, 
you read it and seem to remember it 
and that is the purpose of our adver- 
tising.” Another commentary on its 
effectiveness is that a great many 
people are under the impression that 
our institution has undertaken a cam- 
paign on far larger scale than any of 
our previous advertising. It is larger, 
but not at all in proportion to the 
impression it is making. The reason, 
of course, is that the average reader 
reads so much more of it than he did 
of the old, conservative advertising 
that he obtains the impression of more 
advertising. Here, again, it is worth 
pointing out that only those adver- 
tisements which are read really de- 
liver the maximum results to the 
advertiser. 


WE occasionally take a special shot 
when the opportunity offers. One 
of the best advertisements we ever used 
was last week, when Judge Charles W. 
Holtcamp of the St. Louis Probate 
Court retired from the bench. He had 
often expressed himself in favor of 
trust company service. Upon our 
request he gave us a statement endors- 
ing such service but, of course, not 
favoring our institution above others. 
This advertisement ran in the largest 
space we have used for several years, 
featuring Judge Holtcamp’s photo- 
graph, biographical sketch, and state- 
ment endorsing trust companies. The 
advertisement offered a booklet en- 
titled, ““A Probate Judge’s Observa- 
tions on Will-making.”” We expect to 
distribute the booklet for many months 
and thus get a continuing benefit from 
Judge Holtcamp’s endorsement. 
Another one-shot advertisement con- 
sisted of the headline, ““A statement 
signed by all of our directors,” and a 
single sentence, in quotation marks, 
“IT am making use of the services of 
the St. Louis Union Trust Company 
in connection with my estate and have 
named it as my executor or trustee.” 
Beneath were the facsimile signatures, 
with business connections, of our 
twenty-eight directors. Still another 
special advertisement came when the 
Junior League sponsored a rotogravure 
section in one Sunday’s paper. We 
went in with an advertisement showing 
several Junior League members at a 
football game with their escorts, 
supported on one side by half a dozen 
brief testimonials signed by Junior 
Leaguers who had experienced our 
service as beneficiaries and attested 
their satisfaction with it, over facsimile 
signatures; and below this a piece of 
copy specifying that more than one- 
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third of all members of the St. Louis 
Junior League are directly affected by 
trusts in our institution. 


BUT the bulk of our advertising is 

part of the campaign described above. 
Even when we wander a little afield 
with a special piece of advertising, it 
holds to the purpose and general 
message of our basic campaign. What 
we want is to build confidence, and we 
believe that we are accomplishing it. 

I have described some of our adver- 
tising in such detail not because we 
think it is setting any new world’s 
records, or because we think it is the 
only advertising to accomplish the 
results aimed at. Rather, these adver- 
tisements are detailed because thus it 
is possible to tell more simply than 
with a thousand words of generalities 
just how we are undertaking to attain 
the results which we think are neces- 
sary to the solution of our problem. 

Nor do we think that this problem 
is exclusively the problem of our 
institution, or even exclusively of trust 
organizations. It seems to us that the 
problem is basic. The public lacks 
confidence in financial institutions, 
and to each one of us this means that 
the public lacks confidence in our own 
bank or company. We must not be 
satisfied to view the increases in bank 
deposits as a vote of confidence, for 


at best they show confidence in our 
solvency and at worst show confidence 
in the Federal Deposit Insurance Cor- 
poration. 

Until we can rebuild confidence in 
our integrity as well, in our ability as 
bankers and trust men and in the 
social justification for our business 
and our manner of conducting it, we 
have not overcome the difficulties now 
besetting us. We think these difficul- 
ties can be overcome by the kind of 
advertising we are doing. 


Safety First for Col- 
lateral 


(From page 11) references easy. The notes 
held by discount department show what 
collateral, if any, is pledged as security, 
and the ledger cards in custody of the 
bookkeeper should and must coincide. 
However for purposes of physical 
check-up, it is not within the province 
of either to examine the collateral 
department or vice versa, all such 
formalities belonging to the auditing 
department. 

Barring such ungovernable happen- 
ings as drouth, earthquakes, or social 
revolution, we believe we have per- 
fected ample means to protect us and 
our depositors against probabilities of 
any “‘stock’’ straying off the reservation. 
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One Machine 
for ALL Bank 


Burroughs developed this machine and all its ad- 
vanced features to attain maximum speed, simplicity 
and economy on all bank adding. This includes in- 


terior proving, transit letter writing, running of old 


and new balance proof and running of trial balances. 
Thus every bank can obtain the machine’s advantages 
on all this work with a minimum investment. Ask the 
nearest Burroughs office for a complete demonstra- 


tion of its many uses and its fast, efficient operation. 
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1. Full standard keyboard for fast listing of amounts. 
2. Ciphers print automatically. 
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3. Duplex feature to add two sets of figures at the same time 
with separate total of each set; or to add groups of figures 
and furnish group totals and grand total, without relisting. 


4. Prints two original tapes or original tape and original wide = | 
sheet, without carbon paper. pan 


§. Instant error correction, because keyboard is flexible. 


6. Totals, non-added items and transit item descriptions 
printed in red. 


7. Automatic carriage tabulation for transit letters. el 
8. Detailed totals or sub-totals printed by depressing onlyonekey. sd 


g. Two or more numeral keys and motor bar can be depressed 
simultaneously. 


10. High speed operation. 


Write for the folder 11. Automatic counter shows volume of items. 
illustrating these 12. 
features and operat- 13. 
ing advantages 


Visible adding dials and visible printing of amounts. 
Motor bars that require only the lightest touch. 
14. The machine is easily operated from a sitting position. 


1§. Machine can be hand operated in an emergency. 
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CANADIAN NOTES ayo COMMENT 





FULL BANKING SERVICE 


The record of Canada’s banks in 
maintaining full services to the public 
irrespective of booms or depressions 
was touched on by H. F. Patterson, 
general manager of The Bank of Nova 
Scotia, at the annual general meeting 
of the bank. Mr. Patterson did bank- 
ing a great service in drawing public 
attention to this feature of Canadian 
banking. There are few commercial 
activities that have not in the last 
few years gone through their organiza- 
tions and lopped off unessential serv- 
ices and unprofitable departments or 
operated with skeleton staffs with 
consequent inconvenience to the public. 

The banks as pointed out by Mr. 
Patterson have the same problems as 
their clients except that the volume of 
work that the banker finds himself 
called upon to do does not appreciably 
diminish during a depression. For 
example, he said the volume of work 
performed last year by The Bank of 
Nova Scotia was only 3 or 4 per cent 
less than that of 1928, a very prosper- 
ous and active year. But the revenues 
of the bank were reduced in a far 
greater proportion. He also pointed 
out that the principal items of expense 
connected with the maintenance of an 
institution giving world-wide service 
were not amenable to quick reduction. 
In touching on the staff situation the 
general manager said that with an 
extensive system of branches a certain 
minimum number of officers were re- 
quired to give proper service to bank 
clients. As a practical example of 
this he said the staff of The Bank of 
Nova Scotia numbered 2,372 which 
was within 1 per cent of its pre- 
depression strength. 


HOW EXCHANGE WORKS 


Add ministers, slot-machine opera- 
tors and street car railway officials to 
those in favor of currency stabilization. 
They believe that some one else should 
take up the country’s nickel burden. 
It appears that normally there is a 
considerable amount of United States 
nickel and silver coins in circulation in 
Canada particularly in border towns. 
A few months ago the United States 
dollar slipped below the Canadian 
dollar on the exchange markets and 
banks began charging a discount on 
American token currency. Mr. Ca- 
nadian citizen retaliated by keeping 
the coins out of the banks and passing 
the buck to the parties named above. 
Slot-machine operators discovered that 
United States nickels were being used 


by G. A. G. 





exclusively in their machines. Street 
car conductors found more United 
States nickels slipped in their fare 
boxes than the Canadian species. 
Church treasurers announced that they 
had lost considerable sums through 
the discount on United States silver 
placed on the collection plates. There 
is always a silver lining to every dark 
cloud however. A turn of the exchange 
wheel might easily convert a discount 
into a premium and the nickel problem 
would be solved on one side of the 
border. 


NEW OFFICERS 


Bank directors’ meetings this year 
have been featured by the elevation of 
active senior executives to important 
offices on the directorates of the 
Canadian commercial banks. Two 
general managers received the highest 
office their banks can offer them. 
Morris H. Wilson becomes president 
of the Royal Bank of Canada succeed- 
ing Sir Herbert Holt who at the age 
of seventy-eight is transferring some 
of his active duties to younger execu- 
tives. Sir Herbert, however, retains 
his intimate association with the Royal 
and remains chairman of the board. 
Beaudry Leman steps up into the 
presidential chair of Banque Canadi- 
enne Nationale, succeeding Senator 
J. W. Wilson who for reasons of health 
has retired but remains chairman of 
the administrative council of the 
bank. Sydney G. Dobson becomes the 
new general manager of the Royal 
and Earnest Guimont has been named 
general manager of the Banque 
Canadienne Nationale. 


Cc. B. A. GRADUATES 


There are over 3,000 officers on the 
staffs of the various Canadian char- 
tered banks who have completed 
courses on practical banking subjects, 
the report of the Canadian Bankers’ 
Association on education shows. These 
courses were inaugurated twenty years 
ago; they are comprehensive and 
require considerable preparation and 
study. Students are required to pass 
examinations which are held periodi- 
cally at different Canadian centers. It 
is indeed creditable that since the 
courses were introduced that 2,434 
officers have completed the Associates’ 
Course while 598 have completed the 
senior or Fellows’ Course. 








A PROXY CAMPAIGN 


Peace has descended on the Bank of 
Canada front. With the election of 
seven directors and the temporary 
effacement of sixty-two unsuccessful 
candidates, shareholders can now get 
around to opening up their usual 
dunners. For several weeks preceding 
the election, postmen staggered around 
to the residences of share owners with 
tons of high-pressure campaign mate- 
rial from nominees. From Sydney, 
N. S., to Victoria, B. C., the battle 
raged. Elderly ladies who had bought 
the stock of Canada’s new central 
bank as a good safe investment began 
to think that it was a case for the 
intervention of the League of Nations. 
They can now take up their knitting 
again knowing that they did their bit 
in one of the greatest proxy battles in 
Canada’s financial history. 


CHOOSING ACTIVE BANKERS 


The appointment of active senior 
bankers to the directorates of the 
Canadian commercial banks is a com- 
paratively recent development. A 
scrutiny of the boards of banking 
institutions ten or fifteen years ago 
revealed a regular ““Who’s Who” of 
leaders in commercial activities but 
contained few active bankers. This 
was not such a paradox as it appeared 
on the surface as it was generally 
recognized in Canada that the general 
manager and his senior executives 
carried many responsibilities usually 
associated with directorships in other 
countries. It was therefore a natural 
and appropriate development that 
active bankers would eventually be 
elevated to the highest offices on bank 
boards in accordance with banking 
practice elsewhere. 

Canadian newspaper comment has 
been very favorable to this new policy. 


VIEWING PUBLIC OPINION 


In Alberta a public meeting ap- 
proved a resolution urging the forma- 
tion of a central interprovincial bank 
for the four western provinces based 
on the “Australian plan.” In Ontario 
a speaker was applauded when he 
deplored the setting up of the present 
Bank of Canada on the grounds that 
the municipalities were losing thou- 
sands of dollars in corporation taxes 
by the banks closing branches as a 
result of the establishment of the 
central bank. Two divergent view- 
points indicating how difficult it is to 
reconcile public opinion. 
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